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THE ROLE OF BP IN THE DEEPWATER
HORIZON EXPLOSION AND OIL SPILL

THURSDAY, JUNE 17, 2010

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON OVERSIGHT AND INVESTIGATIONS,
COMMITTEE ON ENERGY AND COMMERCE,
Washington, DC.

The subcommittee met, pursuant to call, at 10:02 a.m., in Room
2123, Rayburn House Office Building, Hon. Bart Stupak [chairman
of the subcommittee] presiding.

Present: Representatives Stupak, Braley, Markey, DeGette,
Doyle, Schakowsky, Ross, Christensen, Welch, Green, Sutton, Din-
gell (ex officio), Waxman (ex officio), Burgess, Sullivan, Blackburn,
Gingrey, Latta, and Barton (ex officio).

Also Present: Representatives Engel, Harman, Capps, Inslee,
Gonzalez, Weiner, Melancon, Castor, Upton, Stearns, and Scalise.

Staff Present: Phil Barnett, Staff Director; Bruce Wolpe, Senior
Advisor; Greg Dotson, Chief Counsel, Energy and Environment;
Michal Freedhoff, Counsel; Robb Cobbs, Policy Analyst; Caitlin
Haberman, Special Assistant; Peter Kethcham-Colwill, Special As-
sistant; Dave Leviss, Chief Oversight Counsel; Meredith Fuchs,
Chief Investigative Counsel; Alison Cassady, Professional Staff
Member; Molly Gaston, Counsel; Ali Golden, Professional Staff
Member; Jennifer Owens, Investigator; Scott Schloegel, Investi-
gator; Ali Neubauer, Special Assistant; Derrick Franklin, Detailee;
Karen Lightfoot, Communications Director, Senior Policy Advisor;
Elizabeth Letter, Special Assistant; Lindsay Vidal, Special Assist-
ant; Earley Green, Chief Clerk; Mitchell Smiley, Special Assistant;
Alan Slobodin, Chief Minority Counsel; Mary Neumayr, Minority
Counsel; Peter Spencer, Minority Professional Staff; Kevin Kohl,
Minority Professional Staff; Garrett Golding, Minority Legislative
Analyst; and Jeanne Neal, Minority Research Analyst.

Mr. STUPAK. This meeting will come to order. We are going to
ask the press to please clear.

This hearing of the subcommittee of the Energy and Commerce
Committee, the Subcommittee on Oversight and Investigations,
will commence.

Today we have a hearing titled, “The Role of BP in the Deep-
water Horizon Explosion and Oil Spill.”

We have a number of Members present for this hearing who are
not members of the subcommittee but are members of the full En-
ergy and Commerce Committee. I welcome them, and I note that
they will be allowed to submit written statements for the record
but will not deliver verbal opening statements.

o))
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In addition, after all subcommittee members complete their ques-
tioning, full committee members will be allowed to ask questions.
Members who are not on the subcommittee or on the Energy and
Commerce Committee are welcome to observe, but they will not be
permitted to provide opening statements or ask questions, due to
time constraints.

The chairman, ranking member, and chairman emeritus will be
recognized for 5-minute opening statements. Other members of the
committee will be recognized for 3-minute opening statements.

I will yield to the chairman of the full committee, Mr. Waxman,
for the first opening statement.

OPENING STATEMENT OF HON. HENRY A. WAXMAN, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF CALI-
FORNIA

Mr. WAXMAN. Thank you very much, Mr. Chairman. Thank you
for holding this important hearing.

And, Mr. Hayward, thank you for being here today.

Yesterday, BP pledged to establish a $20 billion escrow account
and to suspend its dividend payments for the rest of the year. I am
sure these were not easy decisions for you, but they were the right
ones, and I commend you for them.

Congress has multiple committees examining the gulf oil spill.
Some are evaluating the impact of the spill. Some are working on
the reorganization of the regulatory agencies. And some, including
Chairman Markey’s subcommittee, are drafting legislation to re-
form our oil exploration laws.

You are testifying today before the Oversight and Investigation
Subcommittee, and this subcommittee has a special role: to exam-
ine the facts and determine what went wrong and to make rec-
ommendations to prevent future spills.

When it is time for questioning, I and other members of the sub-
committee will ask you about a series of internal BP documents.
They appear to show that BP repeatedly took shortcuts that endan-
gered lives and increased the risks of a catastrophic blowout. And
I sent you a letter in advance indicating that we are going to ques-
tion you about those issues.

But what is equally important is what is missing from the docu-
ments. When you became CEO of BP, you promised to focus “like
a laser on safe and reliable operations.” We wanted to know what
you had done to keep this promise, so we asked what e-mails you
had received, what documents you had reviewed about the Deep-
water Horizon rig or the Macondo well before the blowout.

Deepwater drilling is inherently dangerous. As the entire country
now knows, an uncontrolled blowout can kill rig workers and cause
an environmental disaster. We wanted to know whether you were
briefed about the risks and were monitoring the safety of the drill-
ing operation.

We could find no evidence that you paid any attention to the tre-
mendous risks BP was taking. We have reviewed 30,000 pages of
documents from BP, including your e-mails. There is not a single
e-mail or document that shows you paid even the slightest atten-
tion to the dangers at this well.



3

You are the CEO, so we considered the possibility that you may
have delegated the oversight responsibility to someone else. We re-
viewed the e-mails and briefing documents received by Andy Inglis,
the chief executive for exploration and production, and Doug
Suttles, the chief operating officer for exploration and production
and the person now leading BP’s response to the spill.

According to BP, these are the senior officials who were respon-
sible for the Macondo well. But they, too, were apparently oblivious
to what was happening. We can find no evidence that either of
them received any e-mails or briefings about the Deepwater Hori-
zon rig or drilling activities at the well.

BP’s corporate complacency is astonishing.

The drilling engineer for the rig called Macondo a “nightmare
well.” Other BP employees predicted that the cement job would fail.
Halliburton warned of a “SEVERE gas flow problem.” These warn-
ings fell on deaf ears.

BP’s corporate attitude may be best summed up in an e-mail
from its operations drilling engineer who oversaw BP’s team of
drilling engineers. After learning of the risks and BP’s decision to
ignore them, he wrote, quote, “Who cares, it’s done, end of story,
will probably be fine,” end quote.

There is a complete contradiction between BP’s words and deeds.
You were brought in to make safety the top priority of BP, but
under your leadership, BP has taken the most extreme risks. BP
cut corner after corner to save a million dollars here, a few hours
or days there, and now the whole gulf coast is paying the price.

Today’s hearing will focus on BP’s actions, but we learned from
our hearing earlier this week that the other oil companies are just
as unprepared to deal with a massive spill as BP. We are seeing
in the oil industry the same corporate indifference to risk that
caused the collapse on Wall Street.

And that is why reform is so urgently needed. Part of this reform
must be legislation to put teeth into our regulatory system, but
part must also be a transition to a clean energy economy. We are
addicted to oil. This addiction is fouling our beaches, polluting our
atmosphere, and undermining our national security. We can’t snap
our fingers or transform our energy economy overnight, but we
need to start down a path to a clean energy future.

Mr. Chairman, I look forward to today’s hearing.

And, Mr. Hayward, I thank you for appearing and cooperating
with our investigation.

[The prepared statement of Mr. Waxman follows:]
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Mr. Chairman, thank you for holding this important hearing.

And Mr. Hayward, thank you for appearing before us today. Yesterday, BP pledged to
establish a $20 billion escrow account and to suspend its dividend payments. I'm sure these
were not easy decisions for you. But they were the right ones, and I commend you for them.

Congress has multiple committees examining the Gulf oil spill. Some are evaluating the
impact of the spill, some are working on the reorganization of our regulatory agencies, and some
— including Chairman Markey's subcommittee — are drafting legislation to reform our oil
exploration laws.

You are testifying today before the Oversight and Investigations Subcommittee. And this
Subcommittee has a special role: to examine the facts, determine what went wrong, and make
recommendations to prevent future spills.

When it is time for questioning, I and other members of the Subcommittee will ask you
about a series of internal BP documents. They appear to show that BP repeatedly took shortcuts
that endangered lives and increased the risks of a catastrophic blowout.

But what is equally important is what is missing from the documents.

When you became CEO of BP, you promised to focus “like a laser on safe and reliable
operations.”

We wanted to know what you had done to keep this promise, so we asked what e-mails
you had received and what documents you had reviewed about the Deepwater Horizon rig or the
Macondo well before the blowout. )

Deepwater drilling is inherently dangerous. As the entire country now knows, an
uncontrolled biowout can kill rig workers and cause an environmental disaster. We wanted to
know whether you were briefed about the risks and were monitoring the safety of the drilling
operation.
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We could find no evidence that you paid any attention to the tremendous risks BP was
taking. We have reviewed 30,000 pages of documents from BP, including your e-mails. There
is not a single e-mail or document that shows you paid even the slightest attention to the dangers
at this well.

You are the CEQ, so we considered the possibility that you may have delegated the
oversight responsibility to someone else. We reviewed the e-mails and briefing documents
received by Andy Inglis, the chief executive for exploration and production, and Doug Suttles,
the chief operating officer for exploration and production and the person now leading BP’s
response to the spill.

According to BP, these are the senior officials who were responsible for the Macondo
well. But they too were apparently paying no attention. We could find no evidence that either of
them received any e-mails or briefings about the Deepwater Horizon rig or the drilling activities
at the well.

BP’s corporate complacency is astonishing.

The drilling engineer for the rig called Macondo a “nightmare well.” Other BP
employees predicted that the cement job would fail. Halliburton warned of a “SEVERE gas flow
problem.”

These warnings fell on deaf ears.

BP’s corporate attitude may be best summed up in an e-mail from its Operations Drilling
Engineer, who oversaw BP’s team of drilling engineers. After learning of the risks and BP’s
decision to ignore them, he wrote: “who cares, it’s done, end of story, will probably be fine.”

There is a complete contradiction between BP’s words and deeds. You were brought in
to make safety the top priority of BP. But under your leadership, BP has taken the most extreme
risks.

BP cut corner after corner to save a million dollars here and a few hours there. And now
the whole Gulf Coast is paying the price.

Mr. Hayward, one of your most illustrious countrymen, Lord Keynes, once said: “The
inevitable never happens. It is the unexpected always.”

Given BP’s apparent indifference to risk, we can now paraphrase Lord Keynes. The
inevitable did happen. And it should have been expected.

Today’s hearing will focus on BP’s actions. But we learned from our hearing earlier this
week that the other oil companies are just as unprepared to deal with a massive spill as BP.

We are seeing in the oil industry the same corporate indifference to risk that caused the
collapse on Wall Street.
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From the spill off Santa Barbara in 1969, to Exxon Valdez in 1989, to the BP blowout in
2010, the pattern of risks is clear. And so is the failure of the industry to anticipate spills and
respond effectively.

And that is why reform is so urgently needed. Part of this reform must be legislation to
put teeth into our regulatory system. But part must also be a transition to a clean energy
economy. We are addicted to oil, and this addiction is fouling our beaches, polluting our
atmosphere, and undermining our national security.

We can’t snap our fingers and transform our energy economy overnight, but we need to
start down the path to a clean energy future. 1f we don’t, we will be confronted with an even
worse spill 20 years from now,

Mr. Chairman, [ look forward to today’s hearing, and Mr. Hayward, I thank you for
appearing and cooperating with our investigation.
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Mr. STUPAK. Thank you, Mr. Chairman.

We will next go to the ranking member of the full committee, Mr.
Barton of Texas. Mr. Burgess and I will do our openings after the
chair and the ranking.

Mr. Barton, please.

OPENING STATEMENT OF HON. JOE BARTON, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS

Mr. BARTON. Thank you, Mr. Chairman.

Thank you, Mr. Hayward, for appearing before us.

We have kind of a dual track under way, in my opinion. We obvi-
ously are trying to gather the facts of what happened in the oil
spill in the Gulf of Mexico a month and a half ago, trying to find
out the causes of that spill, what can be done to prevent it in the
future. And we are obviously very concerned about the mitigation
and the cleanup.

We have a system in America, built up based on the British tra-
dition over 200 years, of due process and fairness, where people
that do bad things, in this case a corporation that is responsible
for a bad accident, we want to hold them responsible, do what we
can to make the liable parties pay for the damages.

Mr. Stupak and Mr. Waxman are doing an excellent job, working
with Dr. Burgess and myself, in conducting, I think, a very fair
oversight investigation. We are going to get into a number of those
issues in this hearing, and we are going to ask you some pretty
tough questions.

I am speaking totally for myself. I am not speaking for the Re-
publican Party. I am not speaking for anybody in the House of Rep-
resentatives but myself. But I am ashamed of what happened in
the White House yesterday. I think it is a tragedy of the first pro-
portion that a private corporation can be subjected to what I would
characterize as a shakedown—in this case, a $20 billion shake-
down—with the Attorney General of the United States, who is le-
gitimately conducting a criminal investigation and has every right
to do so to protect the interests of the American people, partici-
pating in what amounts to a $20 billion slush fund that is unprece-
dented in our Nation’s history, that has no legal standing, and
which sets, I think, a terrible precedent for the future.

If T called you into my office and I had the subcommittee chair-
man, Mr. Stupak, with me, who was legitimately conducting an
oversight investigation on your company, and said, “If you put so
many millions of dollars into a project in my congressional district,”
I could go to jail and should go to jail.

Now, there is no question that British Petroleum owns this lease.
There is no question that BP—I am sorry, it is not “British Petro-
leum” anymore—that BP made decisions that objective people
think compromised safety. There is no question that BP is liable
for the damages. But we have a due process system where we go
through hearings, in some cases court cases, litigation, and deter-
mine what those damages are and when those damages should be
paid.

So I am only speaking for myself. I am not speaking for anybody
else. But I apologize. I do not want to live in a country where, any
time a citizen or a corporation does something that is legitimately
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wrong, is subject to some sort of political pressure that, again, in
my words, amounts to a shakedown. So I apologize.

But on this hearing today, I am with Mr. Waxman, with Mr. Stu-
pak. There are questions that need to be asked, that are legitimate,
because we don’t want another oil spill of this magnitude or of any
magnitude in the Gulf of Mexico. And if this subcommittee can do
things that make it much more difficult for this type of an incident
to occur in the future, then we will have done our work for the
American people.

With that, Mr. Chairman, I yield back.

[The prepared statement of Mr. Barton follows:]
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Opening Statement of the Honorable Joe Barton
Ranking Member, Committee on Energy and Commerce
Subcommittee on Oversight and Investigations Hearing on

The Role of BP in the Deepwater Horizon Explosion and Oil SpiH
June 17,2010

Today we look specifically at the role of BP in the Deepwater
Horizon explosion and oil spill. I believe we must get all the facts
on the table about what caused the Deepwater Horizon explosion

and oil spill.

You have been doing that, Chairman Stupak and Chairman
Waxman. Our staffs have collected vast amounts of information
and we have put it out in a transparent manner. I hope we can
continue work cooperatively.  Cooperation strengthens the
Committee’s ability to get the facts from BP and the

Administration and discover the truth of what went wrong.

There are still plenty of questions about what exactly
happened and why, but we are beginning to see the disturbing

1
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patterns of behavior that led to the disaster. It’s beginning to seem
like each bad decision begat another until they added up to critical
mass and the Deepwater Horizon rig exploded. We are finding
that this particular BP well may not have been designed consistent
with industry best-practices — even though it was built under the

oversight of the U.S. Minerals Management Service.

It appears that operators knew there were potential problems
with the well design. They were warned by subcontractors of
potential design flaws in their final casing and cementing job, for

example, which would “have a SEVERE gas flow problem.”

Although the BP manégers may have thought they had reason
to accept this risk, all available evidence indicates they did not take
important precautions to maintain the séfety of the well. They
didn’t try to fix the potential cementing problem. In fact, they
decided not to do the very test that would have revealed whether

there was a problem in the first place.
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Each individual decision may have made some sense in

isolation from the others. But together, they created a time bomb.

It appears if rig personnel had been paying attention to
the potential problems that they were warned about and to the data
revealing well vulnerabilities, this incident could have been

avoided.

We have to learn more and gather more facts, Mr. Chairman.
I want to understand how these actions square with the current BP

corporate or management culture.

But after we gather all the facts, Mr. Chairman, we have to
interpret them accurately. We have to identify solutions that fit the
facts and ensure the safety and productivity of offshore drilling.

That will be the real job before us. If the facts call for a federal
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solution, it will be our job to pursue those reforms that will prevent

future accidents like this one.

And 1 think there are solutions that will come from the
industry -- those with the most expertise and interest to get this
right -- so an accident of this magnitude doesn’t happen again.
Our investigation shows that there is not a technological problem
with deepwater drilling. But there was a failure of judgment in this
instance. Improper decisions were made that did not ensure the
safety and soundness of this well. We must ensure that best
practices and safety are embedded in the industry’s culture, on

every rig and with every well.

In response to this incident, many are presenting supposed
energy solutions that do not address the problems we’ve
uncovered. These proposals will only raise energy costs and
increase our reliance on foreign oil. Indeed, the Administration

has unnecessarily placed moratorium on offshore drilling, an
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overbroad and ham-handed response that threatens the jobs of tens
of thousands of people and risks the economies of the Gulf Coast
and the rest of the country. " In fact, estimates of short term
employment impacts from the moratorium are 46,200 jobs lost in
Louisiana alone, more than the 41,000 increase of private sector

jobs in May 2010 reported by the Bureau of Labor Statistics.

Our job is to ask tough, but fair questions to identify what
happened and why. We should not use this as an excuse to stop
offshore production and help the White House change the subject
by passing cap-and-trade legislation that will destroy jobs. This
procesé is about figuring out how to ensure that America can rely
on its own energy supplies instead of oil from overseas, and do it

safely and effectively for the good of the entire country.

HiH
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OPENING STATEMENT OF HON. BART STUPAK, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF MICHIGAN

Mr. STUPAK. Thank you, Mr. Barton.

I will do my opening statement now.

Today is the 59th day of the BP oil spill that has devastated
much of the Gulf of Mexico. Eleven men lost their lives the day the
Deepwater Horizon drilling rig exploded, and in the 59 days that
have followed, countless people have lost their livelihood, as the oil
gpill closes fishing grounds and pollutes the shores of the three

tates.

This is the third hearing the Oversight and Investigation Sub-
committee has held and the fifth hearing overall in the Energy and
Commerce Committee. Our first hearing exposed problems discov-
ered with the blowout preventer and several other factors that con-
tributed to the disaster. Our second hearing was a field hearing in
New Orleans where we heard from the widows of two men who
died in the Deepwater Horizon explosion as well as shrimpers and
other small-business owners who have suffered from the environ-
mental catastrophe that followed.

Our staff has spent weeks combing through hundreds of thou-
sands of pages of documents, sitting through more than 50 hours
of briefings by corporate, governmental, and academic experts, in
an attempt to piece together what went wrong with BP exploration
of the Macondo well. We have reviewed several questionable deci-
sions made by BP in the days and hours leading up to the explo-
sion, and what we have learned so far is alarming.

We have learned that, time after time, BP had warning signs
that this was, as one employee put it, a “nightmare well.” BP made
choices that set safety aside in exchange for cost-cutting and time-
saving decisions.

For example: BP disregarded questionable results from pressure
tests after cementing in the well.

BP selected the riskier of two options for their well design. They
could have hung a liner from the lower end of the casing already
in the well and install a tieback on the top of the liner, which
would have provided additional barriers to the release of hydro-
carbons. Instead, they lowered a full string of new casing, which
took less time and cost less but did not provide the same protection
against escaping hydrocarbons.

BP was warned by their cement contractor Halliburton that the
well could have a “SEVERE gas flow problem” if BP lowered the
final string of casing with only six centralizers instead of the 21
Halliburton recommended. BP rejected Halliburton’s advice to use
additional centralizers. In an e-mail on April 16th, a BP official in-
volved in the decision explained, and I quote, “It will take 10 hours
to install them. I do not like this,” end of quote.

BP chose not to fully circulate the mud in the well from the bot-
tom to the top, which was an industry-recommended best practice
that would have allowed them to test for gas in the mud.

BP chose not to use a casing hanger lockdown sleeve, which
would have provided extra protection against a blowout from below.

These are just a few of the issues that led to the disaster. Once
the Deepwater Horizon exploded and sank to the bottom of the sea,
BP’s response to contain the leak and clean up the spilled oil was
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equally as poor. They issued lowball estimates of the amount of oil
flowing from the well, which may have led to a scaled-back re-
sponse.

We discovered that BP’s oil spill response plan was virtually
identical to other oil companies’ plans. In a hearing Tuesday,
ExxonMobil CEO Rex Tillerson admitted that once the spills occur,
he says, quote, “We are not well-equipped to handle them,” end of
quote. All the other oil companies testified at Tuesday’s hearings
that they would not have drilled the well as BP did.

Our witness today, Mr. Tony Hayward, is the chief executive offi-
cer of BP. Shortly after Mr. Hayward took over as the CEO in
2007, he held a town hall meeting with employees in Houston. At
this meeting, he discussed the need for BP to be leaner, with fewer
people in decision-making processes.

This article—and I will ask you put up the Guardian article—an
article from September 27, 2007, Guardian newspaper in London,
entitled, “Hayward Says Oil Company Has Become Too Cautious,”
reads, and I quote, ““Assurance is killing us,” Mr. Hayward told
U.S. staff, noting that too many people were engaged in decision-
making, leading to excessive cautiousness, something that critics of
its safety performance in the U.S. might question.”

Let me put up these other notes from the same meeting. We re-
ceived notes from BP of employees and their note-taking from this
meeting. The employee notes summarize Mr. Hayward’s statements
as follows: “I don’t think having all these layer of assurance reduce
risk, and it can actually increase it. The best way to reduce risk
is to have deep technical competence where we need it. Individuals
need to be accountable for risk and to manage it,” end of quote.

I find this cavalier attitude towards assessing risk unbelievable,
given the fact that, at the time of these statements, BP had just
been responsible for the largest oil leak in Alaska’s history on the
North Slope, as well as the 2005 Texas City refinery explosion,
which killed 15 workers and injured another 170.

I must ask, Mr. Hayward, whether it was wise to adopt this lean-
er decision-making process with input from fewer people and a new
approach to managing risk.

Under the leadership of Bob Malone, the former chairman and
president of BP America, BP created an independent office of the
ombudsman, headed by Judge Stanley Sporkin. The ombudsman’s
office was established because line workers reported fearing retal-
iation if they reported safety concerns to management.

When the current chairman and president, Lamar McKay, took
over, I met with him, and he suggested that he hoped to improve
the culture enough to make the ombudsman office unnecessary so
he could shut it down. I urged him not to eliminate the office be-
cause it serves a significant role in investigating employee com-
plaints.

I am more concerned now than ever about BP’s safety and the
role they take in assuming risk. I am concerned that the corporate
culture, from BPCEO Tony Hayward down to chairman and presi-
dent of BP America, Lamar McKay, and Chief Operating Officer
Doug Suttles, that there is a willingness to cut costs and take
greater risks.
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I look forward to hearing Mr. Hayward answer the many hard-
hitting questions that our committee members will ask today. I
hope we will hear honest, contrite, and substantive answers.

Mr. Hayward, you owe it to all Americans. We are not “small
people,” but we wish to get our lives back. For the Americans who
live and work on the gulf coast, it may be years before they get
their lives back. For the Americans who lost their lives on the rig,
their families may never get their lives back.

Mr. Hayward, I am sure you will get your life back, and with a
golden parachute back to England. But we in America are left with
the terrible consequences of BP’s reckless disregard for safety.

I yield back my time and turn to the gentleman from Texas, Mr.
Burgess, for an opening statement.

[The prepared statement of Mr. Stupak follows:]
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Opening Statement
Rep. Bart Stupak, Chairman
Committee on Energy and Commerce
Subcommittee on Oversight and Investigations
“The Role of BP in the Deepwater Horizon Explosion and Oil Spill”
June 17,2010

Today is day 59 of the BP oil spill that has devastated much of the Gulf of Mexico. Eleven
men lost their lives the day the Deepwater Horizon drilling rig exploded and in the 59 days that have
followed countless people have lost their livelihood as the oil spill closes fishing grounds and pollutes
the shores of three states.

This is the third hearing that the Oversight & Investigations Subcommittee has held and the
fifth hearing overall in the Energy & Commerce Committee. Our first hearing exposed problems
discovered with the Blowout Preventer and several other factors that contributed to the disaster. Our
second hearing was a field hearing in the New Orleans area where we heard from the widows of two
men who died in the Deepwater Horizon explosion as well as shrimpers and other small business
owners who have suffered from the environmental catastrophe that followed.

Our staff has spent weeks combing through hundreds of thousands of pages of documents and
sitting through more than 50 hours of briefings by corporate, governmental and academic experts in an
attempt to piece together what went wrong with BP’s exploration of the Macondo well. We have
reviewed several questionable decisions BP made in the days and hours leading up to the explosion,
and what we have learned so far is alarming.

We have learned that time and again BP officials had warning signs that this was — as one
employee put it — “a nightmare well”. They made choices that set safety aside in exchange for cost
cutting and time saving decisions. For example

o They disregarded questionable results from pressure tests after cementing in the well.

» BP selected the riskier of two options for their well design. They could have hung a
liner from the lower end of the casing already in the well and install a “tieback™ on top
of the liner, which would have provided additional barriers to a release of hydrocarbons.
Instead they lowered a full string of new casing, which took less time and cost less, but
did not provide the same protection against escaping hydrocarbons.

e BP was warned by their cement contractor Halliburton that the well could have a
“SEVERE gas flow problem™ if BP lowered the final string of casing with only six
centralizers instead of the 21 Halliburton recommended. BP rejected Halliburton’s
advice to use additional centralizers and in an e-mail on April 16, a BP official involved
in the decision explained: “it will take 10 hours to install them. ... I do not like this.”

o BP chose not to fully circulate the mud in the well from the bottom to the top, which
was an industry recommended best practice that would have allowed them to test for
gas in the mud.

e BP chose not to use a casing hanger lockdown sleeve, which would have provided extra
protection against a blowout from below.

These are just a few of the issues that led up to thﬂsﬁster. Once the Deepwater Horizon
exploded and sank to the bottom of the sea, BP’s responsiid &dftain the leak and clean up the spilled
oil was equally as poor. They issued lowball estimates oFthe‘amount of oil flowing from the well,
which may have led to a scaled back response. We discovered that BP’s oil spill response plan was
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virtually identical to other oil companies’ plans. In a hearing Tuesday, ExxonMobil CEO Rex
Tillerson admitted that once spills occur "We are not well-equipped to handle them." BP’s peer oil
companies all told us at Tuesday’s hearing that they would not have drilled the well as BP did.

Our witness today, Mr. Tony Hayward, is the Chief Executive Officer of BP. Shortly after Mr.
Hayward took over as the CEO in 2007, he held a town hall meeting with employees in Houston. At
this meeting he discussed the need for BP to be leaner, with fewer people in decision making
processes. An article from the September 27, 2007 Guardian newspaper titled “Hayward Says Oil
Company Has Become Too Cautious” reads "’Assurance is killing us,” Mr Hayward told US staff,
noting that too many people were engaged in decision-making leading 10 excessive cautiousness,
something that critics of its safety performance in the US might question.”

We received notes taken by a BP employee who attended that meeting. The employee’s notes
summarize Mr. Hayward’s as follows: “T don’t think having all these layers of assurance reduce risk
and it can actually increase it. The best way to reduce risk is to have deep technical competence where
we need it. Individuals need to be accountable for risk and to manage it I find this cavalier attitude
towards assessing risk unbelievable given the fact that at the time BP had just been responsible for the
largest oil leak in Alaska’s history on the North Slope, as well as the 2005 Texas City refinery
explosion which killed 15 workers and injured another 170.

I must ask Mr, Hayward whether it was wise to adopt his leaner decision making process with
input from fewer people and a new approach to managing risk.

Under the leadership of Bob Malone, the former Chairman and President of BP America, BP
created an independent office of the Ombudsman headed by Judge Stanley Sporkin. The
Ombudsman’s office was established because line workers reported fearing retaliation if they reported
safety concerns to management. When the current Chairman and President Lamar McKay took over, 1
met with him and he suggested that he hoped to improve the culture enough to make the Ombudsman’s
office unnecessary so he could shut it down. I urged him not to eliminate the office because it serves a
significant role in investigating employee complaints.

I am more concerned than ever. I am concerned that the corporate culture, from BP CEO Tony
Hayward down to Chairman and President of BP America Lamar McKay, and Chief Operating Officer
Doug Suttles and possibly down to the leadership on exploration rigs reflects a willingness to cut costs
and take greater risks.

T look forward to hearing Mr. Hayward answer the many hard hitting questions our Committee
members will ask today. I hope we will hear honest, contrite, and substantive answers. He owes it to
America, he owes it to the families of those injured and killed on the Deepwater Horizon rig, and he
owes it to the millions of people in the Gulf region who are suffering the consequences of BP’s
disregard for safety.
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OPENING STATEMENT OF HON. MICHAEL C. BURGESS, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS

Mr. BURGESS. Thank you, Chairman Stupak.

Today does open our third hearing, and a very critical hearing,
into this subcommittee’s ongoing investigation into the tragic acci-
dent of the Deepwater Horizon explosion and oil spill, which con-
tinues 24 hours a day to wreak economic and environmental havoc
on our gulf coast.

This hearing provides the subcommittee with an important op-
portunity to directly question the man who ultimately leads BP,
Mr. Tony Hayward, the company’s chief executive officer. And BP’s
role has been central to the causes of the incident and to the re-
sponse.

Over the course of our inquiry to date, committee investigators,
working in a bipartisan fashion, have conducted numerous inter-
views and briefings and reviewed tens of thousands of pages of doc-
uments. Our subcommittee staff has done an excellent job. And this
subcommittee has been focused on gathering the facts, rather than
rushing to judgment.

And from this intensive effort, we have begun to identify a num-
ber of serious questions about BP’s decision-making that led up to
the disaster. Exploring these and related questions today will help
us identify for Congress and identify for the country what went
wrong on April 20th and the days thereafter.

And while we are investigating, a picture of the chain of events
leading to this incident is emerging. Mr. Chairman, you and Chair-
man Waxman recently outlined some critical questions that we
hope Mr. Hayward will address. For example, you noted the inves-
tigation has identified questionable choices by BP engineers to use
a particular well design over another one that would appear to
have provided more built-in barriers to an uncontrolled gas dis-
charge.

There was the choice made by BP to move forward with what ap-
pears to be an inadequate cementing plan and the related failure,
despite clear warnings to test that the cement was properly set and
in place. And it appears there may have been a rush to move off
this well. Whether there may have been economic or other time or
performance pressures or some combination thereof, it is not clear,
but that clarity needs to emerge today.

The questions arising from our investigation outline the central
role that BP’s decision-making appears to have had in this inci-
dent. We need to understand that decision-making, Mr. Hayward,
what factors influenced it, whether the decisions reflected a man-
agement and an operational mindset that failed—failed to maxi-
mize safety in a challenging deep-sea environment.

It is important to note that the picture developing from this in-
vestigation is not one of technological limits in deep-sea drilling.
The construction of an 18,000-foot well was not pushing the enve-
lope of engineering know-how, so far as we have identified. But the
picture developing is one of unsafe industry practices. Although
clear, more focused industry standards may be in order going for-
ward, available evidence suggests that the use of best industry
practices would have resulted in more cautious designs and more
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tesﬁing, more safeguards, and ultimately no loss of control of the
well.

Rather, and quite clearly, the picture developing from our inves-
tigation is one of questionable decision-making, decision-making by
people charged with designing and successfully drilling, con-
structing, and controlling a well that was a mile under water. It
is a picture composed of a series of choices which, taken together,
created an oil well particularly vulnerable to a blowout and of all
the people who may have been distracted, unaware, or resistant to
recognizing the problems around them.

Documents show that BP was prepared to run a test on the qual-
ity of the cement job but chose not to. I can’t understand why,
given the history of this particular well, with four previous well
control incidents in the 2 months prior to April 20th. The rig per-
sonnel appear to have taken their eye off the ball.

BP employees were the key decision-makers. Certainly, others—
contractors, subcontractors, certainly Federal regulators—may
have contributed to this incident. The role of the Federal Govern-
ment especially, including the overall effectiveness of the response
and the efforts to help those harmed by the incident, remains a
critical piece that, Mr. Chairman, we must pursue at the level of
t}ﬁis committee. And I am still disappointed that we have not done
that.

But it is BP’s decision-making about the well design, the cement-
ing program, the preparation, the integrity test, or the lack thereof,
or just the general lack of curiosity as to why these would be nec-
essary, the failure to follow best practices, that our investigation to
date 1s showing were critical factors in this incident.

But this decision-making is difficult to square with avowed prior-
ities of BP’s chief executive. Mr. Hayward, in an interview before
you became chief executive, you described how the death of a work-
er in an operation that you were leading in Venezuela shaped your
opinions. You said, and I am quoting, “I went to the funeral to pay
my respects. At the end of the service, his mother came up to me
and beat me on the chest. 'Why did you let it happen? she asked.
It changed the way I think about safety. Leaders must make safety
of all who work for them a priority,” end quote.

Mr. Hayward, I respectfully request that you answer this ques-
tion in your opening statement, if not for me, then for the two la-
dies who testified before our committee at the field hearing who
lost their husbands on the Deepwater Horizon. You have been chief
executive since 2007. You said safety is your number-one priority
and you would focus like a laser beam on safety.

As chief executive, one would expect your directives and prior-
ities would be carried out by your employees. We have now learned
from this investigation that BP employees made five critical deci-
sions that may have contributed to well failure where well safety
was traded off. In fact, it was not the priority.

So, today, will you assert before this subcommittee that all deci-
sions by BP employees related to the Deepwater Horizon reflected
your priority—your priority—of safety first?

Mr. Chairman, the disaster in the Gulf of Mexico shows the con-
sequence of a series of unchecked bad decisions. We in Congress
and the Federal Government must also be mindful of the con-
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sequences of bad decision-making. At a field hearing last week in
Chalmette, Louisiana, the subcommittee heard some of the admin-
istration’s decisions are threatening the livelihoods of workers and
families who depend upon the energy industry. We have killed half
of their fishing with the Deepwater Horizon spill, and it looks like
we are going to kill the other half of their economy with our mora-
torium.

Our hearing today looks at the consequence of bad decisions and
the lessons learned. May we have the wisdom and humility to take
some of those lessons and apply them to ourselves.

And I will yield back the balance of my time.

[The prepared statement of Mr. Burgess follows:]
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Opening Statement of the Honorable Michael Burgess
Ranking Member, Subcommittee on Oversight and Investigations
The Role of BP in the Deepwater Horizon Explosion and Spill
| June 17,2010

Thank you Chairman Stupak. Today we hold our third and very critical
hearing in this Subcommittee’s ongoing investigation of the tragic
Deepwater Horizon explosion and oil spill, which continues to wreak

economic and environmental havoc on our Gulf Coast.

This hearing provides the Subcommittee an important opportunity to
question directly the man who ultimately leads BP, Mr. Tony Hayward, the
company’s Chief Executive Officer. And BP’s role has been central to the

causes of the incident and the response.

Over the course of our inquiry to date, Committee investigators working
in a bi-partisan fashion have conducted numerous interviews and briefings,
and reviewed tens of thousands of pages of documents. I am especially
proud that this subcommittee has been focused on gathering the facts and not
rushing to judgments or looking for cheap political sound-bites. And from

this intensive effort, we have begun to identify a number of serious questions
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about BP’s decision-making leading up to the disaster. Exploring these and
related questions today will help us identify for Congress and the American

people what went wrong on April 20 and the days thereafter,

While we are still investigating, a picture of the chain of events leading to
this incident is emerging. Mr. Chairman, you and Chairman Waxman recently
outlined some critical questions to be addressed by Mr. Hayward, For
example, you noted the investigation has identified questionable choices by BP
engineers to use a particular well design over another one that would appear to

have provided more built-in barriers to gas flowing uncontrolled up the well.

There was the choice made by BP to move forward with what appears to
be an inadequate cementing plan and the related failure, despite clear
warnings, to test that the cement was properly set and in place. And it
appears there may have been a rush to move off of this well. Whether there
may have been economic or other time- or performance-pressures, or some

combination, it is not quite clear.

The questions arising from our investigation outline the central role BP’s

decision-making appears to have had in this incident. We need to
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understand this decision-making, what factors influenced it, and whether
decisions reflected a management and operational mindset that failed to

maximize safety in the challenging deep sea environment.

It is important to note the picture developing from this investigation is
not one of technological limits in deep sea drilling; the construction of this
18,000 foot well was not pushing the envelope of engineering know-how so

far as we have identified.

The picture developing is not one of unsafe industry practices, although
clearer, more focused industry standards may be in order going forward.
Available evidence suggests use of best industry practices would have
resulted in more cautious designs and testing, more safeguards to minimize

any loss of control.

Rather, and quite clearly, the picture developing from our investigation is
one of questionable decision-making — decision-making by people charged
with designing and successfully drilling, constructing, and controlling a well
that was a mile underwater. It is a picture composed of a series of choices,

which, taken together, created an oil well particularly vulnerable to a



25
blowout, and of people who may have been distracted, unaware, or resistant

to the problems developing below them.

Documents show that BP was prepared to run a test on the quality of the
cement job securing the well, but chose not to when unrelated drilling
measurements looked okay. I cannot understand why, given the history of this
particular well, with four previous well-control incidents in the two months

prior to April 20, the rig personnel appeared to take their eye off the ball.

BP employees were key decision-makers. Certainly others — contractors,
subcontractors, and federal regulators — may have contributed to the incident.
The role of the federal government especially, including in the overall
effectiveness of the response and efforts to help those harmed by this incident,

remains a critical piece that we must pursue to ensure a competent investigation.

But it is BP decision-making about the well design, the cementing
program and preparation, the integrity tests — or lack there of — the failure to
follow certain best practices, that our investigation to date is showing were

critical factors in this incident.
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But this decision-making is difficult to square with the avowed priorities of
BP’s Chief Executive. Mr. Hayward, in an interview before you became
chief executive, you described how the death of a worker on an operation
you were leading in Venezuela shaped your opinions. You said; “I went to
the funeral to pay my respects. At the end of the service, his mother came
up and beat me on the chest. ‘Why did you let it happen?” she asked. It
changed the way I think about safety. Leaders must make the safety of all
who work for them their top priority.”

Mr. Hayward, I respectfully request you answer this question in your
opening statement, if not for me, then for the widows of the 11 men lost on
Deepwater Horizon:

You have been the BP chief executive since 2007. You said safety is your
number one priority and would focus on it like a laser beam. As an effective
Chief Executive, one would expect your directives and priorities would be
carried out by your employees. We have now learned from this
investigation that BP employees made five critical decisions that may have
contributed to well failure where safety was traded off — it was not the
priority.

Will you insist before this Subcommittee today that all decisions by BP

employees related to Deepwater Horizon reflected your priority of safety-
first?

Mr. Chairman, the disaster in the Guif of Mexico shows the
consequences of a series of unchecked, bad decisions. We in Congress and
the federal government must also be mindful of the consequences of bad
decision-making. At a field hearing last week in Chalmette, Louisiana, the
Subcommittee learned that some of the Administration’s decisions are

threatening the livelihoods of workers and families who depend on the
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energy industry. Our hearing today looks at the consequences of bad
decisions and the lessons learned; may we have the wisdom and humility to

take some of those lessons and apply them to ourselves.
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Mr. StuPAK. Thank you, Mr. Burgess.

I would next like to turn to the chairman of the Energy and En-
vironment Subcommittee and chairman of the Select Committee on
Climate, Mr. Markey, 5 minutes for an opening statement, please.

OPENING STATEMENT OF HON. EDWARD J. MARKEY, A REP-
RESENTATIVE IN CONGRESS FROM THE COMMONWEALTH
OF MASSACHUSETTS

Mr. MARKEY. Thank you, Mr. Chairman, very much.

I want to begin by disagreeing in the strongest possible terms
with what Mr. Barton said in his opening statement.

Not only is the compensation fund that was created yesterday at
the White House in an agreement reached between BP and Presi-
dent Obama not a slush fund and not a shakedown; rather, it was
the Government of the United States working to protect the most
vulnerable citizens that we have in our country right now, the resi-
dents of the gulf. It is BP’s spill, but it is America’s ocean and it
is American citizens who are being harmed.

We cannot wait, as unfortunately so many citizens who were vic-
tims of the Exxon Valdez spill had to wait years in order to see
those families compensated. We can’t lose sight of the fact that the
1984 Bhopal disaster and the lawsuits that were related to it were
only settled last week. We have to ensure that the citizens of the
gulf are protected.

In a hearing which this subcommittee conducted in New Orleans
last Monday, we heard from a fisherman who brought absolutely
impeccable records which proved that he and his family had made
$27,000 last May. And, after examining the documents, BP gave
the family $5,000.

The families in the gulf will be crushed financially unless this
compensation fund is put into place. As each day and week and
month goes by, the history of these families are going to be altered,
and permanently altered, unless they are given the financial capac-
ity to take care of their loved ones, their children, their families.

That is why this compensation fund is so important. That is why
it is not a slush fund. That is why it is not a shakedown.

It is, in fact, President Obama ensuring that a company which
has despoiled the waters of our Nation is made accountable for the
harm which is done to our people—a company which said for the
first week that it was only 1,000 barrels of oil per day, when we
now know that they knew it was at least 1,000 to 14,000 barrels;
a company which continues to deny that there are underwater toxic
plumes; a company which has not been providing the proper protec-
tive gear for the workers in the gulf; a company which contended
it could respond to a spill of 250,000 barrels per day.

No, this is not a shakedown of their company. This is the Amer-
ican Government, President Obama ensuring that this company is
made accountable and sending a signal to all other companies that
seek to treat ordinary American families in a way that can destroy
their entire family’s history.

This is, in my opinion, the American Government working at its
best. This is creating truly the kind of partnership between the
public and private sector that can make sure that innocent victims
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are not roadkill as a result of corporate plans that did not actually
factor in the harm that can occur to ordinary families.

So I just could not disagree more strongly. I think that this is,
in my opinion, one of the most important hearings that this Con-
gress will ever have, because it is sending a signal to any corpora-
tions out there, including the ones that testified on Tuesday that
all admitted that they had no plans either to respond to the harm
which could be done in the gulf if one of their rigs had the same
kind of catastrophic event, that they will be made accountable.

So I thank you, Mr. Chairman, for holding this hearing.

And I thank you, Mr. Hayward, because yesterday was the day
where the page began to be turned and we moved to a new era
where, in fact, your company is made accountable and the citizens
of the gulf are made whole.

Thank you, Mr. Chairman.

Mr. StuPAK. Thank you, Mr. Markey.

I next turn to Mr. Sullivan for an opening statement. Three min-
utes, please, sir.

OPENING STATEMENT OF HON. JOHN SULLIVAN, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF OKLA-
HOMA

Mr. SULLIVAN. Chairman Stupak, thank you for holding this
hearing today.

On April 20, 2010, a fire and explosion occurred on the British
Petroleum-Deepwater Horizon oil rig in the Gulf of Mexico. This
terrible disaster resulted in the loss of 11 lives and injured many
more members of the 126-person crew.

There is no question that the BP oil spill is a tragedy. In fact,
it is the worst environmental disaster in our Nation’s history. I be-
lieve we must do everything in our power to cap the leak, find out
what caused the explosion, and ensure nothing like this ever hap-
pens again.

BP must bear the entire financial burden for this disaster, and
the American taxpayer should not be on the hook for a dime.

According to the Occupational Safety and Health Administration,
there is mounting evidence that BP has one of the worst safety
records of any major oil company operating in the United States.
To this end, I am looking forward to examining with Mr. Hayward
whether there is a deficient safety culture at BP that led to this
disaster and other recent ones, including the BP refinery explosion
in 2005 in Texas City, Texas, and a BP pipeline spill in 2007 which
released 200,000 gallons of oil into the Alaskan wilderness.

Mr. Hayward, why is BP’s record on safety so spotty?

What is equally as important as our efforts to combat the spill
is the knee-jerk legislative reaction from this Congress. Right now,
the administration and their allies in the House are more focused
on the politics of putting the oil and gas industry out of business
than on solutions to the problem.

Instead of working in a bipartisan way to push for rigorous safe-
ty standards on all offshore rigs, the administration is exploiting
this disaster to advance this disastrous cap-and-trade energy pol-
icy, which won’t stop the well from leaking but, rather, will only
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serve as a national energy tax on the American people, crippling
our economy and making the unemployment lines longer.

I believe Congress should work towards implementing rigorous
safety inspection standards for all offshore rigs, but with nearly 30
percent of our Nation’s oil and 11 percent of our gas reserves lo-
cated offshore, a ban on offshore drilling will only put Americans
out of work. And it will send energy and gas prices through the
roof and increase our reliance on foreign, imported oil.

We still have work to do to uncover exactly what went wrong,
and many questions remain on the ongoing efforts to contain the
leak. This tragedy should not be used as an excuse to roll back the
gains we have made in finding new ways to develop our energy re-
sources, as we will need more oil and natural gas to meet the cru-
cial needs of our Nation.

And I yield back the balance of my time.

Mr. STUPAK. Thank you, Mr. Sullivan.

Next we would like to hear from the chairman emeritus of the
Energy and Commerce Committee, Mr. Dingell of Michigan, for 5
minutes, please, sir.

OPENING STATEMENT OF HON. JOHN D. DINGELL, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF MICHI-
GAN

Mr. DINGELL. Mr. Chairman, I commend you for holding this im-
portant hearing today.

We sit here on day 59 of the worst environmental disaster in the
history of this country. Eleven people are dead. The already-fragile
economy of an entire region is in real danger of shattering. We will
be feeling the environmental consequences for years to come.

And God Almighty alone knows what the health and environ-
mental effects of the containment and cleanup strategies will be—
millions of gallons of chemical dispersants and controlled burns.
Sadly, we can’t even get a decent estimate of the amount of oil and
gas that is spewing out into the water.

BP has been before this committee many times, and rarely has
it been a pleasant meeting, because invariably they have appeared
here to defend serious failures on the part of the company. The
company has a history of cutting corners, apparently for the al-
mighty dollar.

Texas City, they paid there $50 million in criminal fines. Alas-
ka’s North Slope, which was investigated by this subcommittee,
where a pipe corroded, allowing 1 million liters of oil to spill. In
each instance, we were hoping, but the assurances given by BP
that this would not happen again have been, regrettably, untrue.

In reference to a decision on how to secure the final 1,200 feet
of the well, a single casing, or tieback, a BP engineer said, “Not
running the tieback saves a good deal of time and money.”

In reference to installing more centralizers, BP’s well team lead-
er said, “It will take 10 hours to install them. I do not like this.
I am very concerned about using it.” So, also, were we.

On the same matter, BP’s operations drilling engineer said,
“Even if the hole is perfectly straight, a straight piece of pipe even
in tension will not seek the center of the hole unless it has some-
thing to centralize it.” And I want you to listen to this. “But who
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cares? It is done. End of story. It will probably be fine”—and note
the word “probably”—“and we will get a good cement job. I would
rather have to squeeze than get stuck. So guard right on the risk-
reward occasion.”

Mr. Chairman, the comments of our witness today reveal little
sorrow for the events that have occurred. And here he said, “The
Gulf of Mexico is a very big ocean. The amount of volume of oil and
dispersant we are putting in is tiny in relation to the total water
volume.” And then, “The environmental impact of the disaster is
likely to be very, very modest.” I wonder if he wishes to stand on
that statement today.

When Mr. Hayward responded to the claims that cleanup work-
ers were becoming ill because of oil fumes and such, he said this:
“Food poisoning is clearly a big issue.”

And, finally, most famously, Mr. Hayward informs us he “wants
his life back.”

Last year, Mr. Hayward enjoyed a splendid 41 percent pay raise,
even as BP’s profits dropped 45 percent. Now, I just happen to be
a poor Polish lawyer from Detroit, but it seems to me that this is
a curious response to a drop in profits. It makes me wonder what
the compensation package of our witness will be this year.

Mr. Chairman, again, I thank you for your diligence and hard
work on this issue. I look forward to hearing from our witnesses
today and look forward to working with you on this matter. Thank
you.

Mr. STUPAK. Thank you, Mr. Chairman.

Next, Mrs. Blackburn for an opening statement, please.

OPENING STATEMENT OF HON. MARSHA BLACKBURN, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF TEN-
NESSEE

Mrs. BLACKBURN. Thank you, Mr. Chairman. I thank you and
Ranking Member Burgess for holding the hearing today.

Mr. Hayward, I thank you for your willingness to testify before
this committee.

You know, when news of the BP spill began and information
about the well started to circulate, it seemed that there were prob-
lems not only with BP but also with the MMS bureaucracy and
that maybe the problem lay there, rather than with anything that
could have gone wrong with BP, that it was there with MMS.

What we have learned and confirmed is that that is not correct,
that the problem does lie with BP in what went wrong. And while
there are many faults with MMS in doing its job on inspection and
safety oversight, most of the data now points to wrong decision-
making by BP’s management.

And this is not the first time—and we have talked about that in
several of our opening statements this morning—it is not the first
time that you have been before this committee on safety problems.
And, certainly, as recently as the Texas 2005 and Alaska 2007 inci-
dents, which revealed insufficient protocols in BP’s management
and safety hierarchy, there was this statement from BP that you
all would, quote/unquote, “focus like a laser on safety.”

And it is concerning to us that the appearance is, Mr. Hayward,
that BP has not learned from previous mistakes. So it leaves us



32

asking the questions of you and of BP: Was this accident caused
by negligence? It was caused by risk-taking? Was it caused by cost-
cutting measures by BP decision-makers?

And, unfortunately, for citizens, beaches, and wildlife all along
the coastal region, they are paying a price for those misplaced deci-
sions. BP cannot blame Mother Nature or equipment failure or
even other subcontractors. Their actions have put at risk the liveli-
hood of communities and businesses that depend on the gulf not
only for seafood and tourism but also energy production that this
Nation as a whole relies upon.

In addition, the current administration also shares a significant
portion of the blame for the oil spill. I mentioned MMS earlier. And
the MMS officials approved inadequate spill response plans, and
field inspectors rubber-stamped inspection papers submitted by oil
companies. This is another area where we, as Members of Con-
gress, in doing our due diligence, will ask you all and MMS why.

But what is the most damaging is that the President and senior
officials knew on day one the blowout preventer was not working
and knew of the potential spillage. While BP shoulders much of the
responsibility for this spill, the lack of effort by this administration
to contain the spill has doomed the economy and wildlife of the gulf
coast from an oil spill which could have been contained.

And now, recently imposed drilling moratoriums will further dev-
astate America’s energy production and will destroy hundreds of
thousands of jobs in the gulf coast region.

Thank you for being with us today.

Mr. Chairman, I yield back the balance of my time.

Mr. STUPAK. Thank you.

We will next turn to the vice chairman of the subcommittee, Mr.
Braley, for an opening statement. Three minutes, please, sir.

OPENING STATEMENT OF HON. BRUCE L. BRALEY, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF IOWA

Mr. BRALEY. Thank you, Mr. Chairman.

Mr. Hayward, you are not going to get a lecture from me today,
and you are not going to get an apology either, because we are here
to get to the bottom of the decision-making process that BP fol-
lowed, and I think, quite frankly, the people who live along the af-
fected area of the gulf coast deserve those answers from you.

We were in Chalmette, Louisiana, last week, and we had the op-
portunity to hear from a variety of individuals whose lives have
been devastated by this oil disaster. And I use the word “disaster”
specifically because I don’t think “spill” quite captures the mag-
nitude of what is going on.

The American people are frustrated because we were first told
that this was a 1,000-barrel-per-day release, and then about a
week later that was updated to 5,000 barrels per day, and then at
the end of May it was adjusted upward to 15,000 to 19,000 barrels
per day, and then this week we were informed that it could be as
high as 60,000 barrels per day. That works out to 2.5 million gal-
lons a day, 17.5 million gallons per week. And over the length of
this disaster, it could be up to the level of the largest release of oil
in the North American continent in history, unintended.
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One of the things I think we need to know about today is the de-
cisions that your company made and who made them that led to
this explosion and the subsequent disaster, what your company is
doing to fix this enormous problem, and about your future commit-
ments to all of the affected workers, families, and communities who
have been devastated by this disaster.

And I think it would be helpful for you and everybody in this
hearing room to hear from the two women who testified at our
hearing in Louisiana last week, because they raised some very
pointed questions that were directed to your company, sir. And
they were questions that were raised after they gave passionate
testimony of wanting the oil and gas business to continue in Lou-
isiana and the gulf coast region.

So I would like to have you listen to their comments in the hear-
ing. This is Natalie Roshto.

[Video played.]

Mr. BRALEY. These are now widows with small children to take
care of, and they are the symbols and the faces of this disaster.

And I look forward to your testimony.

I yield back the balance of my time.

Mr. StuPAK. Thank you.

We will next turn to Mr. Gingrey from Georgia for a 3-minute
opening statement, please.

OPENING STATEMENT OF HON. PHIL GINGREY, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF GEORGIA

Mr. GINGREY. Thank you, Mr. Chairman.

First, I want to again express my sorrow to the families of those
who lost their lives on April the 20th, 2010.

Through all the hearings and legislative consideration, we must
remember those lives and the lives of their families, as we just
saw, that were forever changed on that fateful April day. And we
certainly must continue to keep them in our thoughts and in our
prayers.

Further, we have an obligation, not only to those families but
also to everyone affected by the aftermath, to get to the bottom of
the causes of this accident and the failure to secure the situation
and stop the devastation wreaked upon the gulf coast.

Mr. Chairman, we have an opportunity in this oversight hearing
to ask questions that get to the facts of what happened. However,
today’s hearing is incomplete. We can only ascertain half of the
story today because we do not have anyone representing the ad-
ministration, the Minerals Management Service, to discuss their
oversight role and their responsibility in ensuring that an accident
like this didn’t happen.

Deep-ocean drilling is not new. In fact, we have been doing it for
decades in the gulf coast. Why did this happen now? I have heard
some assert that it was the lax oversight of the previous adminis-
tration that led to this accident. Well, if that is the case, why did
this not happen during the last decade? Why did this occur almost
a year and a half into the current administration?

We need to hear from our own Department of Interior and the
Minerals Management Service. Certainly, Mr. Hayward should be
prepared to answer for BP’s responsibility, but we will also need
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answers from the administration so that we can demand account-
ability and implement prudent reforms to return us to safe drilling
in our oceans. Because simply saying “no” to further and new drill-
ing is not a realistic answer.

I further realize there are some in this administration who have
a penchant for not letting a crisis go to waste. But for a nation de-
pendent on foreign oil, for a nation with unemployment hovering
at 10 percent, we can’t just say we can’t do this. We can’t take our
ball and go home, when the consequences mean a weaker America.
Everyone dependent on foreign fuels are all too inclined, it seems,
to let jobs leave this country.

No, Mr. Chairman. We have to understand what happened on
and leading up to April 20th. We need to answer those questions
to determine if the rules or the agency oversight were insufficient
or if this was purely an act of negligence or wanton disregard for
sound regulations. Now, we can try to enact the perfect reform that
ensures this never happens again, but it will not change the path
or the toll upon the lives forever changed.

Mr. Hayward, the responsibility to make these families whole
falls to you and your company, BP. You have an obligation to right
this wrong, and not only the public trust but also the belief in the
free market and entrepreneurship demand it.

And, Mr. Chairman, I await the opportunity to ask questions,
with the hope that we will soon discuss these same matters with
our own administration.

And I yield back.

Mr. STUPAK. Thank you, Mr. Gingrey.

Ms. DeGette for an opening statement, 3 minutes, please.

Ms. DEGETTE. Mr. Chairman, as this is an investigative hearing,
I will submit my excellent opening statement for the record in
order to have more time for questioning the witness.

Mr. STUPAK. Very well.

[The prepared statement of Ms. DeGette was unavailable at the
time of printing.]

Mr. STUuPAK. Mr. Doyle, opening statement?

OPENING STATEMENT OF HON. MICHAEL F. DOYLE, A REP-
RESENTATIVE IN CONGRESS FROM THE COMMONWEALTH
OF PENNSYLVANIA

Mr. DOYLE. Mr. Chairman, thank you for convening this hearing
today so we can begin to understand what went so tragically wrong
on the Deepwater Horizon.

We are now 59 days into this environmental and economic trag-
edy, and oil continues to gush into the Gulf of Mexico. The esti-
mates for how much oil spills into the gulf each day continue to
rise, and we still have no way to cap the well in the near future.
We sit helplessly as we wait for a relief well to be completed.

As the details and facts about Deepwater Horizon come to light,
it is clear to us all that the decisions made by officials at BP re-
flected bad judgment at best and criminal negligence at worst.
Through this committee’s investigation, we have learned that, at
nearly every turn, BP cut corners. In well design, the number of
centralizers they used, whether to run a cement bond log, circu-



35

lating drilling muds and securing the wellhead with a lockdown
sleeve, BP took the path of least resistance.

On Tuesday, colleagues and competitors from the oil and gas in-
dustry provided sworn testimony that they believed BP had delin-
quencies in well design and failed to follow the best practices of the
industry. Now we learn that BP had several warnings about the
Macondo well, with one of their own engineers calling it a “night-
mare well.” But instead of treating the well with caution, it seems
that BP’s only interest was in completing the well quickly and
cheaply.

Many questions still need to be answered. Were BP employees on
the Deepwater Horizon given orders from BP officials to speed up
the Macondo well? Were they told to slash costs wherever possible?
Why would a team onboard the rig that tests the cementing of the
well be sent home before performing the test? Surely if a cement
bond log was ever necessary, it would be in a “nightmare well” sit-
uation. But sending the team home, BP saved $100,000 and 9 or
10 hours of work.

Mr. Hayward, I hope you are here today to answer questions
about the decision made on Deepwater Horizon that led to this
tragic and deadly blowout. Earlier this week, this committee sent
you a letter with detailed information about topics we would like
you to address today. In reviewing your statement submitted for to-
day’s hearing, I am extremely disappointed in your avoidance of
the requested topics. I certainly hope that you use the opportunity
today to answer our questions openly and truthfully.

I know BP has committed to clean up the gulf region, and I ex-
pect that commitment to be ongoing. I welcome your pledge to pay
damages through a $20 billion escrow fund. But that is just the tip
of the iceberg. Rebuilding the public’s trust in your company and
your industry will take years and many serious changes in the way
you do business.

When you operate on our land and in our waters, you are only
there because the public’s trust has allowed you to be there. You
violated that trust in the worst possible way.

Mr. Hayward, I look forward to your testimony. I look forward
to your answers to our questions and your ongoing efforts to regain
America’s trust.

Mr. Chairman, I yield back.

Mr. STUPAK. Thank you, Mr. Doyle.

Mr. Griffith for an opening statement, 3 minutes, please.

OPENING STATEMENT OF HON. PARKER GRIFFITH, A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF ALABAMA

Mr. GRIFFITH. Thank you, Mr. Chairman and Ranking Member,
for calling this important hearing today and, Mr. Hayward, for tak-
ing time to come before our subcommittee to discuss what hap-
pened on the Deepwater Horizon.

I know that, like us, your number-one priority is stopping the
flow of oil. Congress and this committee owe it to the American
people to do whatever we can to aid the unified command in reach-
ing this goal. This is a time for engineering and action, and I hope
you will let us know what we can do in Congress to be helpful.
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There are still many questions to be answered about what hap-
pened on the Deepwater Horizon, and unfortunately we do know
that(:l, from the documents that we are reviewing, it does not look
good.

My hope for our hearing today is that we will be able to put po-
litical public-relations shenanigans aside and focus on under-
standing why decisions were made and how BP and the industry
can ensure that they learn from this incident so that drilling safely
for our valuable resources can continue.

And I might say this to you: You are never as good as they say
you are or as bad as they say you are. So this hearing will go back
and forth.

The other thing I would like to remind the committee is that the
greatest environmental disaster in America has been cigarettes.
Sixty thousand Americans this year will die from cigarette-related
cancer. So if we are going to talk about the environment, let’s be
sure we don’t leave that out. I am a cancer specialist, by the way,
by training, and I never fail to bring that up.

So the environment is an important concept. We regret the loss
of life. But there is much that we can do and we will put this in
perspective. This is not going to be the worst thing that has ever
happened to America.

Thank you.

er. STUPAK. Ms. Schakowsky, 3 minutes opening statement,
please.

OPENING STATEMENT OF HON. JANICE D. SCHAKOWSKY, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF ILLI-
NOIS

Ms. ScHAKOWSKY. Thank you, Mr. Chairman.

At this very moment oil is gushing from the Deepwater Horizon
blowout at a rate between, we learned, 35,000 and 60,000 barrels
a day, killing animals, destroying fragile wetlands, and wiping out
entire populations of fish, and along with it the jobs of hundreds
of thousands of people.

Most upsetting about this travesty is that it could have been
avoided. As the ongoing investigation by this committee has al-
ready discovered, BP executives created an atmosphere where safe-
ty concerns were ignored in order to ensure that the company’s al-
ready staggering profits this year, approximately $93 million a day
in the first quarter, continued unabated. This appalling disregard
for the Gulf Coast and its inhabitants is without question one of
the most shameful acts by a corporation in American history.

Sadly, the Deepwater Horizon spill is just the most significant
example of BP’s disregard for the environment and the well-being
of its workers. A report published by the Center for Public Integrity
found that between June 2007 and February 2010, BP received a
total of 862 citations from the Occupational Safety and Health Ad-
ministration. Of those, a staggering 760 were classified as being
egregious and willful, compared with 8 at the 2 oil companies tied
for second place.

Inexcusably this pattern of behavior continued in the spill’s after-
math. I hold in my hand a document called Voluntary Waiver of
Release that BP made unemployed fishermen sign before they
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could be hired for spill cleanup. The waiver states, I hereby agree
on behalf of myself and my representatives to hold harmless and
to indemnify and to release, waive and forever discharge BP Explo-
ration Production, Inc., from all claims and damages that I or my
representatives may have with regard to my participation in the
spill response activities.

I know that you said this was an early misstep and that this was
just a standard document, but this was a first response that you
had to people that were hired. And outrage does not begin to ex-
press my feeling. These are people who are unemployed because of
the recklessness of BP, forced to take jobs cleaning up BP’s mess
in order to survive, yet to qualify for those jobs they had to hold
BP harmless for any further damages that they may suffer in BP’s
employ. This from a company that made $93 million a day.

Fortunately, a court trumped your fancy lawyers who wrote this
document, but still it begs the question, how could you do that?

I am glad that you are here, Mr. Hayward. I expect you to ex-
plain why your company has operated in such a wholly unaccept-
able manner. In the final analysis, the simple fact remains that if
BP had thought more about the residents, as these widows said,
and the workers, as these widows said, rather than the already ex-
orbitant profits of its shareholders, we would not be here today.

I yield back.

er. STUPAK. Mr. Latta for an opening statement, 3 minutes,
please.

OPENING STATEMENT OF HON. ROBERT E. LATTA, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF OHIO

Mr. LATTA. Thank you, Mr. Chairman, Ranking Member Bur-
gess. I want to thank you for holding this subcommittee hearing on
the role of BP in the Deepwater Horizon oil rig explosion and the
ongoing oil spill in the Gulf of Mexico.

First and foremost, I also want to extend my heartfelt condo-
lences to the families of those who have lost loved ones and to
those who have been injured. The unprecedented scale of the spill
and its increasing harmful impact on the gulf economy and envi-
ronment demand a thorough investigation of BP’s actions and inac-
tions, as well as BP’s current and future plans.

The flow of oil must be stopped. Every day anywhere from 35,000
to 60,000 barrels are spilling into the gulf, and only 15,000 barrels
a day are being captured. The environmental effects on the oil spill
are harming shorelines and coastal wetlands, fisheries and fishery
habitat, as well as marine mammals and sea turtles. What is
worse, we will not fully know the ecological ramifications of the oil
spill until years down the road. Furthermore, local businesses suf-
fering great losses, including jobs and revenues that are dependent
on tourism, are being threatened.

The NOAA announced a revised commercial recreation fishing
closure in the oil-affected portions of the Gulf of Mexico, accounting
for 33 percent of the Gulf of Mexico’s exclusive economic zone. As
oil continues to flow, this area is sure to enlarge, further exas-
perating the economic damage. A recent economic impact study by
the American Sportfishing Association indicated that the entire
Gulf Coast will close to recreational fishing from May through Au-
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gust. The region will lose $1.1 billion in revenue, which supports
2.5 billion in total sales, 1.3 billion value added, 811.1 million in-
come and 18,785 jobs. This potential economic damage is dev-
astating to an area that has already suffered greatly from the
aftermath of natural disasters.

Americans continue to be frustrated at the lack of management
and solutions from all parties involved, and I am interested to hear
more about the coordinated efforts between BP and the administra-
tion. The economic and environmental magnitude of this disaster
necessitates a clear understanding of what went wrong, and BP
needs to be held accountable for the disaster.

I also look forward to having MMS and the Department of Inte-
rior before this subcommittee to also—for them to answer some
tough questioning.

I look forward to hearing Mr. Hayward’s testimony, and I yield
back the remainder of my time. Thank you.

Mr. STUPAK. Thanks, Mr. Latta.

[The prepared statement of Mr. Latta follows:]
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Congressman Robert E. Latta

The Committee on Energy & Commerce
Subcommittee on Oversight and Investigations
Opening Statement — For the Record

June 17, 2010 :

MR. CHAIRMAN; RANKING MEMBER BURGESS: Thank you
for holding this subcommittee hearing on the role of BP in the
Deepwater Horizon oil rig explosion and the ongoing oil spill in the Gulf
of Mexico. First and foremost, I want to extend my heartfelt
condolences to the families of those who have lost loved ones, and to
those who have been injured. The unprecedented scale of the spill, and
its increasingly harmful impact on the Gulf economy and environment,
demand a thorough examination of BP’s actions and inactions as well as
BP’s current and future plans.

The flow of oil must be stopped. Each day anywhere from 35,000
to 60,000 barrels are spilling into the Gulf, and only 15,000 barrels a day
are being captured. The environmental effects of the oil spill are
harming shorelines and coastal wetlands, fisheries and fisheries habitat,

as well as marine mammals and sea turtles. What is worse, we will not
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fully know the ecological ramifications of the oil spill until years down
the road.

Furthermore, local businesses are suffering great losses, including
jobs and revenues that depend on tourism that are being threatened.
NOAA announced a revised commercial and recreation fishing closure
in the oil-affected portions of the Gulf of Mexico amounting to 33% of
the Gulf of Mexico exclusive economic zone. As oil continues to flow,
this area is sure to enlarge, further exacerbating the economic damage.

A recent economic impact study by the American Sportfishing
Association indicated that if the entire Gulif were closed to recreational
fishing from May through August, the region would lose $1.1 billion in
revenue, which supports $2.5 billion in total sales, $1.3 billion in value
added, $811.1 million in income and 18,785 jobs. This potential
economic damage is devastating to an area that has already suffered
greatly from the aftermath of natural disasters.

Americans continue to be frustrated with the lack of management
and solutions from all parties involved, and I am interested to hear more

about the coordinated efforts between BP and the Administration. The
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economic and environmental magnitude of this disaster necessitates a
clear understanding of what went wrong and, and BP needs to be held
accountable for the disaster.
I also look forward to having MMS and the Department of Interior
appear before this subcommittee to also answer tough questioning.
I look forward to hearing Mr. Hayward’s testimony and 1 yield

back the remainder of my time.
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Mr. STUPAK. Mr. Ross, 3 minutes opening statement, please, sir.

OPENING STATEMENT OF HON. MIKE ROSS, A REPRESENTA-
TIVE IN CONGRESS FROM THE STATE OF ARKANSAS

Mr. Ross. Thank you, Chairman Stupak, for holding today’s
hearing to examine BP’s actions and decisions that directly led to
the tragic explosion and oil spill that continues to gush and wreak
havoc on the Gulf Coast at a rate up to over 1,700 gallons per
minute. In fact, Mr. Hayward, since this hearing began a little over
an hour ago, up to 112,847 gallons have been dumped into the gulf.

On day 59 of this environmental and economic disaster, with up
to 60,000 barrels a day spilling into the gulf, I continue to be frus-
trated and downright angry by BP’s response and lack of a clear
and productive plan to stop the leak or efficiently clean up the oil
that is destroying the ecosystems that surround the gulf.

Reports have surfaced revealing that in the days and weeks be-
fore the explosion, BP knowingly made a number of decisions that
increased the danger of an explosion and spill occurring. It seems
apparent that BP put profit before safety. Many people are dead;
millions of gallons of oil continue to spew into the gulf. I am hope-
ful that Mr. Hayward can explain today why these decisions were
made, how his company’s actions led to this disaster, and what
they are doing to remedy it.

As oil floats into the marshes and onto the beaches, as shrimping
vessels sit tied to docks, as restaurants and businesses during their
peak season remain without tourists and customers, and as home-
owners see their property values plummet, the people and wildlife
of the Gulf Coast wait and wonder about how extensive the damage
to the ecosystem or the economy will be.

This spill is not only affecting the Gulf Coast, the jobs and econo-
mies of the surrounding States are hurting as well. My State of Ar-
kansas borders Louisiana, and many of my constituents, people I
know in my hometown, work on offshore rigs. These jobs are also
at risk, and I hope BP will take responsibility for all those who are
affected by this spill, regardless of where they live, and work to
help pull them through this disaster as well.

This bill is a wake-up call that must result in better government
oversight, more advanced technology, stronger response plans and
improved safety standards not only by BP and every oil company
in America, but also by our government. Above all, this disaster is
a learning experience that will help us prevent a tragedy like this
from ever happening again, and I am hopeful this hearing can pro-
vide the answers and solutions necessary to begin that process.

Mr. Hayward, I truly hope that you will give us open and honest
answers today and not those prepared by your legal team.

With that, Mr. Chairman, I yield back.

Mr. StupAK. I would next like to call on Mrs. Christensen of the
Virgin Islands for an opening statement, please.

OPENING STATEMENT OF HON. DONNA M. CHRISTENSEN, A
REPRESENTATIVE IN CONGRESS FROM THE VIRGIN ISLANDS

Mrs. CHRISTENSEN. Thank you, Mr. Chairman, and thank you for
holding this important hearing.
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The explosion on the Deepwater platform and the subsequent
outpouring of hundreds of thousands of gallons of oil into one of the
most sensitive and important bodies of water in their country is in-
deed a tragic accident which caused 11 deaths, many injuries and
will have deep, longlasting, debilitating and expensive repercus-
sions. The people of this country need to know what happened and
who is responsible.

All that has transpired since April 20 says to me that not only
BP, but no company that is drilling anywhere in our Outer Conti-
nental Shelf is prepared to deal with a spill at this depth. They are
all there applying the best efforts, using the best available tech-
nology, and still 59 days later an end is not in sight. This is not
acceptable.

What has also become clear is that while BP repeatedly used
shortcuts, they were warned not to, which may have turned out to
have caused the explosion, the deaths, injuries and the devastating
spill. They are not the only ones at fault. They could not have cut
some of those corners without the complicity of employees at some
of the responsible government agencies who did not do their job.

We are all appalled that lives are lost by decisions made appar-
ently in the interest of cutting costs, but also by the lack of ade-
qu(flte preparation for this worst-case scenario that we are facing
today.

The fact that the industry did not ensure that response tech-
nology kept pace with deeper drilled wells lays blame at all of their
feet, but we still cannot ignore the decisions made by BP, which,
if they had been different, 11 people might still be alive today.

We as a Congress, along with our President, who has had more
than his share of crises that are not of his making, have some
major challenges and critical decisions ahead. I hope in the name
of the 11 who died, the many more who were injured, the affected
families, and those who now depend on OCS platforms for their
livelihood that this and all of the hearings will help us to go beyond
a knee-jerk reaction to do the right thing for the region and our
country; that BP and any other responsible party will be held fully
accountable and responsible; and that the petroleum and natural
gas companies learn important lessons to ensure this does not hap-
pen again.

I want to thank you, Mr. Hayward, for being here. I look forward
to your full testimony and the answers to the questions we will ask
on behalf of the people of the region and on behalf of the American
people.

I yield back, Mr. Chairman.

Mr. STUPAK. Thank you.

Mr. Welch, opening statement, please.

OPENING STATEMENT OF HON. PETER WELCH, A REPRESENT-
ATIVE IN CONGRESS FROM THE STATE OF VERMONT

Mr. WELCH. Thank you, Mr. Chairman.

Mr. Hayward, in the 59 days since the Deepwater Horizon explo-
sion caused this extraordinary environmental catastrophe and eco-
nomic catastrophe, we have heard time and again from BP that
this was an aberration. The facts regrettably tell a very different
story.
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In 2005, when BP’s Texas City operation blew up, 15 workers
lost their lives. In 2006, a BP oil pipeline in Texas ruptured and
spilled 200,000 gallons of crude oil. In 2007, the year you became
CEO, the BP Corporation settled a series of criminal charges—not
civil charges, criminal charges—and paid $370 million in fines.

And according to RiskMetrics, independent organization, BP has
one of the worst health, environment and safety records of any
company in the world. And in only 1 year, the Occupational Safety
and Health Administration, OSHA, found more than 700 violations
?t BP’s Texas City refinery, and BP paid a record $87 million in
ines.

An independent review panel charged BP with putting profits be-
fore safety, and earlier this year a BP refinery in Toledo was fined
$3 million for willful safety violations, including the use of valves
similar to those that contributed to the Texas City blast.

And finally, of course, we have the Deepwater Horizon catas-
trophe, and the more evidence that comes in, the more it’s clear
that that event was foreseeable, and it was avoidable. After the ex-
plosion, the BP said there was no oil leaking. Then it said there
was 1,000 barrels a day leaking. Then it went to 5,000 barrels. We
are now up to 60,000 barrels.

For 59 days, Mr. Hayward, BP has told the American people that
this was an aberration, that it was a singular occurrence, and that
it wouldn’t happen again. Mr. Hayward, it’s not an aberration. For
BP, regretfully, this is business as usual, it’s déja vu again and
again and again.

And the question I think many of us have is whether a CEO who
has presided over a company that has incurred $370 million in
criminal fines; whose company, according to independent assessors,
has one of the worst records in the world for safety and consist-
ently puts money ahead of safety; whose peers, including Mr.
Tillerson from Exxon Mobil, who testified from where you are 2
days ago they never—Exxon never would have drilled a well the
way it did at BP Deepwater Horizon; and who, as CEO, has pre-
sided over the destruction of nearly $100 billion in shareholder
value and the suspension of an annual $10 billion dividend; does
that leader continue to enjoy and have a valid claim on the trust
and confidence of his employees, his shareholders, the public regu-
lators and, most importantly, the families and small businesses of
the Gulf Coast, or is it time, frankly, for that CEO to consider to
submit his resignation?

I thank you and yield back.

Mr. StupAK. Thank you.

Mr. Green for an opening statement, please.

OPENING STATEMENT OF HON. GENE GREEN, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS

Mr. GREEN. Thank you, Mr. Chairman.

Mr. Hayward, I appreciate your testimony and your being here
this morning. And most people on this committee know I am a big
supporter of Outer Continental Shelf drilling and domestic energy
production. And I understand from your testimony and our other
hearings we have held and meetings with the administration that
efforts to cap the well are going as expeditiously as possible.
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However, like many of my colleagues here, I am frustrated. I am
frustrated that it has been almost 2 months, and we still have
thousands of barrels of crude oil gushing into the Gulf of Mexico.
I am frustrated by the threat of this disaster’s impact on our wild-
life and coastline. And I am particularly frustrated this single inci-
dent, one well out of thousands of successful wells of this type have
been drilled, is threatening my constituents’ livelihoods and the
livelihoods of most of the communities on the Gulf Coast, literally
from Alabama all the way back to Brownsville, Texas.

This disaster has caused the oil and gas industry in the Gulf of
Mexico to shut down. Even if the moratorium does not last 6
months, it will be too late for many of these folks. But these people
are not the ones to blame. They are the hardworking people with
a work ethic like none other that take their responsibility on these
rigs seriously.

However, according to the investigation of this subcommittee has
conducted, it’s obvious that several BP officials on and off the
Deepwater Horizon rig did not take their responsibility of this rig
seriously. Halliburton and many others warned BP officials that
the decisions they were making were bad ones that could lead to
serious trouble. And now people were losing their jobs because of
a moratorium on drilling that could have been prevented if BP had
not chosen expediency over safety, which brings me to my next
point.

Whether it was the Alaskan pipeline disaster or the Texas City
refinery fire where 15 people died, time after time it has been
shown that BP chooses expediency over safety. Yet, Mr. Hayward,
in your testimony you write that none of us knows why it hap-
pened. However, this subcommittee has uncovered five areas where
BP made decisions that increased the risk of a blowout to save the
company time and expense.

I added up the hours that these extra precautionary actions
would have taken, and it comes to about 3 to 4 days. That’s assum-
ing that many of these actions would not have occurred simulta-
neously, which they know they could have. For an extra 3 days of
work, men’s lives would have been saved, and an industry record
of safe and responsible production in the Outer Continental Shelf
would still be in place, which brings me to my last point.

In your testimony, Mr. Hayward, you say that this incident calls
into question whether the oil and gas industry can explore for oil
and gas in safer and more reliable ways and what the appropriate
regulatory framework for the industry should be. Mr. Hayward, the
decisions made by a handful of BP individuals called this into ques-
tion, not this accident, and you should take the responsibility for
the workers who did nothing wrong and are now losing their jobs.

Mr. Chairman, I yield back my time.

Mr. StuPAK. Thank you, Mr. Green.

Ms. Sutton for an opening statement, 3 minutes, please.

OPENING STATEMENT OF HON. BETTY SUTTON, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF OHIO

Ms. SUTTON. Thank you, Chairman Stupak.
It’s been nearly 2 months since the explosion of the Deepwater
Horizon drilling rig resulted in the deaths of 11 workers and in-
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jured additional workers. Since that time we have witnessed the
worst environment disaster in our Nation’s history, a disaster that
continues to pour an estimated 60,000 barrels of oil a day into the
Gulf of Mexico, a disaster that has led to over 66,000 victims filing
claims to receive compensation.

Through this subcommittee’s work, several alarming decisions by
BP have come to light, decisions that were made to save money
and time. It’s unconscionable when companies pay more attention
to their costs and their profits than to their own workers’ safety
and to our environment.

At our last hearing one witness from Transocean testified that a
duplicate blowout preventer system cost roughly $15 million, a sys-
tem not used on the Deepwater Horizon rig. BP also utilized a
more risky option for steel tubing, saving at least $7 million. BP
also did not fully circulate drilling mud or secure casing hangers
between pipes of different diameters. And critical signals were
brushed aside. When standard methods were not followed to center
the steel pipe in the drill hole, one of BP’s operations drilling engi-
neers remarked in an e-mail, quote, “Who cares? It’s done. End of
story.”

But these cut corners have been anything but the end of the
story. As the workers and volunteers from around the country help
clean up the oil from the disaster, many are becoming ill. Between
April 22 and June 10, 485 of BP’s own workers have been injured.
The Louisiana Department of Health is reporting 109 illnesses in
cleanup workers, and the money and time BP tried to save has
long been lost as they have already paid $81 million in claims.

Mr. Hayward, like many Americans, I feel physically sick when
I see the clips of the oil gushing in the gulf, witnessing the devas-
tation of our waters and our coast and the wildlife, thinking about
the lives of the workers killed, and hearing and seeing the pain in
the faces and the hearts of the people, the families, the small busi-
nesses, the fishermen and others in the gulf, all consequences of
this catastrophe.

This culture of carelessness and taking shortcuts to maximize
profits at the expense of safety, this “come what may, we will cross
that bridge when we come to it” attitude is unacceptable. It’s out-
rageous.

BP must be accountable for the consequences of that approach,
and we must take actions necessary on behalf of the American peo-
ple to make sure that such a reckless approach will be forever
abandoned. The risks and costs to our environment and to the
workers in the Gulf Coast, to the workers throughout our economy,
are simply too great to allow otherwise.

I yield back.

Mr. StupAK. Thank you, Ms. Sutton.

That concludes the opening statements of all members of our
subcommittee.

As I noted in the opening, as I noted in the opening, we have
members of the full committee here. I would like to recognize them.
They will be allowed to ask questions by order of seniority.

Mr. Inslee is here, a member of the committee; Ms. Castor is
here; Mr. Gonzalez; Mrs. Capps; Ms. Harman; Mr. Weiner; Mr.
Melancon; and Mr. Scalise.
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I would like to comment that Mr. Melancon and Mr. Scalise are
members of our committee. They also hosted us when we had a
field hearing, the field hearing in New Orleans a few weeks ago,
last week. And we had nine Members go down, one of the largest
ileld hearings we have ever had. So you can see the interest in

ere.

I should also note that Ms. Jackson Lee is with us, not a member
of the committee. She will not be allowed to ask questions, but we
welcome her, and I know she has sat in on previous hearings we
have had.

So let’s move on with our first witness. Our first witness is Mr.
Tony Hayward, who is the chief executive officer of BP PLC.

Mr. Hayward, it’s the policy of this subcommittee to take all tes-
timony under oath. Please be advised that you have a right under
the rules of the House to be advised by counsel during your testi-
mony. Do you wish to be represented by legal counsel?

Mr. HAYWARD. I do not.

Mr. STUPAK. OK. The committee also asks if you would have a
technical person with you so you could consult if we have some
questions that you want to run it by your technical person. Do you
have a technical person with you?

Mr. HAYWARD. I do.

Mr. StupPAK. Could you state his name and position for the
record, please?

Mr. HAYWARD. Mike Zangy, drilling engineer.

Mr. StUuPAK. OK. At any time during the questioning, if you want
to consult with that individual, please let us know. We will give
you a moment to do so before you answer, but you would be the
only one who could answer that question. Is that clear?

Mr. Hayward, I am going to ask you to please rise, raise your
right hand and take the oath.

[Witness sworn.]

Mr. STUPAK. Let the record reflect the witness answered in the
affirmative.

Mr. Hayward, you are now under oath. We would like to hear an
opening statement from you. You may submit a longer statement,
if you will, for the record.

But if you would, please, begin your opening statement, and let
me state again, on behalf of all members of the committee, we ap-
preciate your willingness to appear here today.

STATEMENT OF TONY HAYWARD, CHIEF EXECUTIVE OFFICER,
BP PLC

Mr. HAYWARD. Chairman Waxman, Chairman Stupak, Ranking
Members Barton

Mr. STUPAK. If you will suspend, please, sir.

[Disturbance in hearing room.]

Mr. STUPAK. Before we begin with Mr. Hayward, let me again
just mention those of you in our audience, emotions run high on
this issue, but we have a hearing to conduct here. We are going to
conduct our hearing; it’s going to be done with proper decorum.

Mr. Hayward, when you are ready, we are going to start the
clock over. You may begin.
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Mr. HAYWARD. Chairman Waxman, Chairman Stupak, Ranking
Member Barton, Ranking Member Burgess, members of the com-
mittee, I am Tony Hayward, chief executive of BP.

The explosion and fire of the Deepwater Horizon and the result-
ing oil spill resulting in the Gulf of Mexico

Mr. STUPAK. Excuse me, Mr. Hayward. Could I ask you to pull
that up? Some of the Members are having trouble hearing, prob-
ably over the clicking of the cameras. But if you could just pull it
a little closer. Thank you.

Mr. HAYWARD. The explosion and fire aboard the Deepwater Ho-
rizon and the resulting oil spill in the Gulf of Mexico never should
have happened, and I am deeply sorry that it did. When I learned
that 11 men had lost their lives, I was personally devastated.
Three weeks ago I attended a memorial service for those men, and
it was a shattering moment. I want to offer my sincere condolences
to their friends and families. I can only begin to imagine their sor-
row. I understand how serious this situation is. It is a tragedy.

I want to speak directly to the people who live and work in the
gulf region. I know that this incident has had a profound impact
on your lives and caused great turmoil, and I deeply regret that.
I also deeply regret the impact the spill has had on the environ-
ment, the wildlife, and the ecosystem of the gulf.

I want to acknowledge the questions that you and the public are
rightly asking. How could this happen? How damaging is the spill
to the environment? Why is it taking so long to stop the flow of oil
and gas into the gulf?

We don’t yet have all the answers to these important questions,
but I hear and understand the concerns, frustrations and anger
being voiced across the country, and I know that these sentiments
will continue until the leak is stopped and until we prove through
our actions that we are doing the right thing.

Yesterday we met with the President of the United States and
his senior advisers. We discussed how BP could be more construc-
tive in the government’s desire to bring more comfort and assur-
ance to the people of the Gulf Coast beyond the activity we have
already done. We agreed in that meeting to create a $20 billion
claims fund to compensate the affected parties and pay for the
costs to Federal, State and local governments of the cleanup and
environmental mitigation. We said all along that we would pay
these costs, and now the American people can be confident that our
word is good.

I have been to the Gulf Coast. I have met with fishermen, busi-
ness owners and families. I understand what they are going
through, and I promised them, as I am promising you, that we will
make this right. After yesterday’s announcement, I hope that they
feel we are on the right track.

I am here today because I have a responsibility to the American
people to do my best to explain what BP has done, is doing, and
will do in the future to respond to this terrible accident.

First, we are doing everything we can to secure the well and in
the meantime contain the flow of oil. We are currently drilling two
relief wells. We believe they represent the ultimate solution. We
expect this to be complete in August.
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Simultaneously we have been working on parallel strategies to
minimize or stop the flow of oil. While not all of them have met
with success, it appears that our latest containment effort is now
containing about 20,000 barrels a day. By the end of June, we ex-
pect to have equipment in place to handle between 40- and 50,000
garrels a day, and, by mid-July, between 60- and 80,000 barrels a

ay.

Second, I have been clear that we will pay all necessary cleanup
costs. We have mounted what the Coast Guard has recognized as
the largest spill response in history. We have been working hard
on the leadership of the unified command to stop the oil from com-
ing ashore, and while we are grateful these efforts have reduced
the impact of the spill, any oil on the shore is deeply distressing.
We will be vigilant in our cleanup.

Third, as I have made clear from the beginning, we will pay all
legitimate claims for losses and damages caused by the spill. Those
are not just words. We have already paid out more than $95 mil-
lion, and we have announced an independent claims facility headed
by Ken Feinberg to ensure the process is as fair, transparent and
rapid as possible.

Fourth, we need to know what went wrong so that we as a com-
pany and we as an industry can do better. That is why, less than
24 hours after the accident, I commissioned a nonprivileged inves-
tigation. I did it because I wanted to know what happened, and I
want to share the results.

Right now it’s simply too early to say what caused the incident.
There is still extensive work to do. A full answer must await the
outcome of multiple investigations, including the Marine Board.

To sum up, I understand the seriousness of this situation and the
concerns, frustrations and fears that have been and will continue
to be voiced. I know that only actions and results, not mere words,
ultimately can give you the confidence you seek.

I give my pledge, as the leader of BP, that we will not rest until
we make this right. We are a strong company, and no resources
will be spared.

We and the entire industry will learn from this terrible event
and emerge stronger, smarter and safer. Thank you.

Mr. StuPAK. Thank you, Mr. Hayward.

[The prepared statement of Mr. Hayward follows:]
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United States House of Representatives
Committee on Energy and Commerce
Subcommittee on Oversight and Investigations
Tony Hayward
Chief Executive, BP plc
June 17, 2010

Chairman Stupak, Ranking Member Burgess, members of the Subcommittee. |
am Tony Hayward, Chief Executive of BP plc.

The explosion and fire aboard the Deepwater Horizon and the resulting oil spill in
the Guif of Mexico never should have happened — and | am deeply sorry that
they did. None of us yet knows why it happened. But whatever the cause, we
at BP will do what we can to make certain that an incident like this does not
happen again.

Since April 20, | have spent a great deal of my time in the Gulf Coast region and
in the incident command center in Houston, and let there be no mistake — |
understand how serious this situation is. This is a tragedy: people lost their
lives; others were injured; and the Gulf Coast environment and communities are
suffering. This is unacceptable, | understand that, and let me be very clear: |
fully grasp the terrible reality of the situation.

When | learned that eleven men had lost their lives in the explosion and fire on
the Deepwater Horizon, | was personally devastated. Three weeks ago, |
attended a memorial service for those men, and it was a shattering moment. |
want to offer my sincere condolences to their friends and families - | can only
imagine their sorrow.

My sadness has only grown as the disaster continues. | want to speak directly
to the people who live and work in the Gulf region: | know that this incident has
profoundly impacted lives and caused turmoil, and | deeply regret that. Indeed,
this is personal for us at BP. Many of our 23,000 U.S. employees live and work
in the Gulf Coast region. For decades, the people of the Gulf Coast states have
extended their hospitality to us and to the companies like Arco and Amoco that
are now part of BP. We have always strived to be a good neighbor. We have
worked to hire employees and contractors, and to buy many of our supplies,
locally.

* The data described throughout this testimony Is accurate to the best of my knowledge as of 7am, June 16, 2010, when
this testimony was prepared. The information that we have continues to develop as our response to this incident
continues.

1
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{ want to acknowledge the questions that you and the public are rightly asking.
How could this happen? How damaging is the spill to the environment? Why is it
taking so long to stop the flow of oil and gas into the Gulf?

And guestions are being asked about energy policy more broadly: Can we as a
society explore for oil and gas in safer and more reliable ways? What is the
appropriate regulatory framework for the industry?

We don't yet have answers to all these important questions. But | hear the
concerns, fears, frustrations — and anger - being voiced across the country. |
understand it, and | know that these sentiments will continue until the leak is
stopped, and until we prove through our actions that we will do the right thing.
Our actions will mean more than words, and we know that, in the end, we will
be judged by the quality of our response. Until this happens, no words will be
satisfying.

Nonetheless, | am here today because | have a responsibility to the American
people to do my best to explain what BP has done, is doing, and will do in the
future to respond to this terrible incident. And while we can’t undo these tragic
events, | give you my word that we wili do the right thing. We will not rest until
the well is under control, and we will meet ail our obligations to clean up the spill
and address its environmental and economic impacts.

From the moment | learned of the explosion and fire, | committed the global
resources of BP to the response efforts. To be sure, neither | nor the company
is perfect. But we are unwavering in our commitment to fulfill all our
responsibilities. We are a strong company, and nothing is being spared. We are
going to do everything in our power to address fully the economic and
environmental consequences of this spill and to ensure that we use the lessons
learned from this incident to make energy exploration and production safer and
more reliable for everyone.

A Coordinated Effort

We have been committed to responding to these tragic events and coordinating
with the federal government from the beginning. On April 21, the Administration
began holding meetings and regular calls with me and other members of BP's
leadership to discuss BP's response effort, as well as federal oversight and
support.

Even before the Deepwater Horizon sank on the momning of April 22, a Unified
Command structure was established, as provided by federal regulations.
Currently led by the National Incident Commander, Admiral Thad Allen, the
Unified Command provides a structure for BP's work with the Coast Guard, the

2
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Minerals Managerment Service and Transocean, among others. We are grateful
for the leadership of President Obama, members of his cabinet, the state
governors and local officials.

As the scope of the unfolding disaster became more apparent, we reached out
to additional scientists and engineers from our partners and competitors in the
energy industry, as well as engineering firms, academia, government and the
military.

Among the resources that have been made available:

* Drilling and technical experts who are helping determine solutions to stopping
the spill and mitigating its impact, including specialists in the areas of subsea
wells, environmental science and emergency response;

» Technical advice on blowout preventers, dispersant application, well
construction and containment options;

» Additional facilities 1o serve as staging areas for equipment and responders,
more remotely operated vehicles (ROVs) for deep underwater work, barges,
support vessels and additional aircraft, as well as training and working space
for the Unified Command.

Working under the umbrella of the Unified Command, BP's team of operational
and technical experts is coordinating with many federal, state, and local
governmental entities and private sector organizations. These include the
Departments of Interior, Homeland Security, Energy, and Defense, the National
Oceanic and Atmospheric Administration (NOAA), US Fish & Wildlife Service
(USFW), National Marine Fisheries Service (NMFS), EPA, OSHA, Gulf Coast
state environmental and wildlife agencies, the Marine Spill Response
Corporation {MSRC} (an oil spill response organization}, as well as numerous
state, city, parish and county agencies.

Some of the best minds and the deepest expertise are being brought {o bear.
With the possible exception of the space program in the 1960s, it is difficult to
imagine the gathering of a larger, more technically proficient team in one place in
peacetime. And including BP, industry and government resources, more than
27,000 personnel are now engaged in the response in various activities such as
booming, skimming, surveying, clean-up operations, wildlife protection and
rehabilitation and claims support. In addition, we are helping to train and
organize the more than 19,000 citizen volunteers who have come forward to
offer their services. The outpouring of support from government, industry,
businesses and private citizens has truly been both humbling and inspiring.
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What We Are Doing
Our efforts in response to this incident are focused on two critical goals:
» Successfully stopping the flow of oil; and
 Minimizing the environmental and economic impacts from the oil spil.

These are without a doubt complex and challenging tasks. While we have had
to overcome hurdles, we are doing everything we can to respond as quickly and
effectively as we can.

From the beginning, we have been committed to a transparent response. We
know the public wants as much information as possible about this
unprecedented event, and we continue to do our best to provide it so the public
can understand the incident and its impacts.

Subsea efforts to secure the well
Qur first priority is to stop the flow of oil and secure the well.

We are currently drilling two relief wells, which we believe represents the
ultimate solution to stopping the flow of oil and gas from the well. The first
relief well is currently at a depth of 15,226 feet, and the second relief well is
currently at 9,778 feet.

Separately, the goal has been to minimize or stop the flow of cil and gas before
the relief wells are completed. From the beginning, we have implemented a
multifaceted strategy, featuring a range of technological approaches. Our efforts
to stop the well from the seabed included a number of interventions to the failed
BOP, and the "top kill' procedure. We understand the public’s frustration that
these approaches did not stop the flow of oil. We, too, were disappointed.

Although we were not able to stop the well at the seabed, our efforts to contain
the oil and gas have been more successful. While our first attempt with a
Containment Dome was not successful due to gas hydrate formation, we
learned lessons that have underpinned subsequent successes. Specifically, we
first deployed a Riser Insertion Tube Tool that overcame these gas hydrate
problems and captured more than 2,000 barrels per day for ten days. On June 3,
we replaced this with the Lower Marine Riser Package Cap, which had
increased our collection to about 15,000 barrels per day.

On Wednesday morning, we were in the early stages of increasing oil and gas
collection through our next containment step, the Q4000 Direct Connect. It
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utilizes much of the subsea “top kill’ equipment and takes oil directly from the
failed BOP to the Q4000 on the surface. We expect to optimize collection over
the next few days to levels well above what was previously accomplished.

It is important to keep in mind that these technigues have never before been
attempted 5,000 feet under water. On the seabed, we have made
unprecedented use of ROVs for a variety of tasks, including working on the BOP,
positioning riser cutting devices and slings, connecting hoses, positioning
containment devices and providing extensive surveying and monitoring. We
cannot guarantee the outcome of these operations, but we are working around
the clock with the best experts from government and industry.

We continue to do more to increase our operational fiexibility and collection
capability. This includes securing vessels with greater processing and storage
capacity, adding shuttle tankers for transporting oil, procuring spares of critical
equipment, installing permanent riser systems, and replacing the containment
cap with a more secure system. We will not rest with our containment efforts
until the well is permanently kitled. 1 know it feels like this all takes a long time
but we are compressing operations that normally take months into days.

In addition to these containment operations, and with the approval of the Unified
Command and in conjunction with the EPA, we continue injecting dispersant
subsea using ROVs. Dispersant acts by separating the oil into small droplets
that can break down more easily through natural processes before they reach
the surface. Use of dispersant subsea reduces the armount of oil traveling to the
surface, which, in turn, reduces the amount of spray dispersant required at the
surface. In addition, dispersant use at the source requires approximately one
quarter of the amount of dispersant that would be necessary for use on the
surface. Sonar testing and aerial photographs show encouraging results.

There has been a lot of discussion about the use of dispersants. OnJune 4, a
federal panel of experts studying this issue recommended continued use of
dispersants after analyzing potential risks and benefits for the environment. The
dispersant we are using — Corexit - is on the National Contingency Plan Product
Schedule, which is maintained by the EPA. We will continue to work closely
with the EPA to try to identify alternative dispersants and to monitor the
situation closely. We will only use dispersants in ways approved by the Unified
Command, supported by the EPA and other relevant agencies.

Clean up Efforts
BP is a “responsible party” under the Qil Pollution Act. This means that federal

law requires BP, as one of the working interest owners of Mississippi Canyon
252, to pay to clean up the spill and to compensate for the economic and
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environmental impacts of the spill. Let me be clear: BP has accepted this
responsibility and will fulfill this obligation. We have spent nearly $1.5 billion so
far, and we will not stop until the job is done.

It is important to understand that this "responsible party” designation is distinct
from an assessment of legal liability for the actions that led to the spill.
Investigations into the causes of the incident are ongoing, and issues of liability
will be sorted out separately when the facts are clear and all the evidence is
available. The focus now is on ensuring that cleanup, and compensation for
those harmed by the spill, are carried out as quickly as possible.

Our cleanup efforts are focused on two fronts: in the open water and at the
shoreline.

¢ On the water

On the open water, more than 4,200 response vessels are in use, including
skimmers, storage barges, tugs, and other vessels. The Hoss barge, the world's
largest skimming vessel, has been onsite since April 25. In addition, there are 49
deepwater skimming vessels, which includes ten 210-foot MSRC Oil Responder
Class Vessels, which each have the capacity to collect, separate, and store 4,000
barrels of oily water mix. To date, over 400,000 barrels of oily water mix have
been recovered.

As part of our response efforts, over 2,000 “Vessels of Opportunity”,
independent vessel owners throughout the Gulf Coast are using their boats in a
variety of oil recovery activities, including towing and deploying booms,
supporting skimming and burn operations, finding and recovering tar balls and
transporting general supplies and personnel.

Also on the open water, with the Coast Guard's approval, we are attacking the
spill area with EPA-approved biodegradable dispersants, which are being applied
from both planes and boats.

* Actions to protect the shoreline

Near the shoreline, we are implementing oil spill response contingency plans to
protect sensitive areas. According to the Coast Guard, the result is the most
massive shoreline protection effort ever mounted.

To support rapid response, we have made available a total of $175 million to
Louisiana, Mississippi, Alabama, and Florida, as well as $70 million to assist
these states in tourism promotion efforts.
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To date, we have deployed over 2.5 million feet of containment boom and over
3.0 million feet of sorbent boom in an effort to contain the spill and protect the
coastal shoreline. The Department of Defense is helping to airlift boom to
wherever it is currently needed across the Gulf coast.

Highly mobile, shallow draft skimmers are also staged along the coast ready to
attack the oil where it approaches the shoreline.

Wildlife clean-up stations have been mobilized, and pre-impact baseline
assessment and beach clean-up has been completed in many locations,
Shoreline cleanup assessment teams (SCAT) are being deployed to affected
areas 10 assess the type and quantity of oiling, so the most effective cleaning
strategies can be rapidly applied

Our largest single project commitment to date is to fund the $360 million cost of
six berms in the Louisiana barrier islands project. On June 7, we announced that
we will make an immediate payment of $60 million to the state of Louisiana to
allow the state to begin work on the project immediately. BP will make five
additional $60 million payments when the Coastal Protection and Restoration
Authority of Louisiana certifies that the project has satisfied 20%, 40%, 60%,
80% and then 100% completion milestones. The entire $360 million will be
funded by the completion of the project.

In addition, BP is committing up to $500 million to an open research program
studying the impact of the Deepwater Horizon incident, and the associated
response, on the marine and shorsline environment of the Gulf of Mexico. The
program will investigate the impacts of the oil, dispersed oil, and dispersant on
the ecosystems of the Gulf of Mexico and coastal States.

Communication, community outreach, & engaging volunteers

We are also working hard to keep the public and government officials around the
country informed of what is happening. We are regularly briefing federal, state,
and local officials, and we are holding town hall sessions to keep affected
communities informed.

BP is also supporting volunteer efforts related to shoreline clean-up. We have
partnered with existing volunteer organizations in each of the states to ensure
efficient registration and deployment of volunteers to the areas where they can
help most.

Untrained volunteers are not being used for any work involving contact or

handling of oil, tar balls, or other hydrocarbon materials. This work is being
carried out by trained personnel. In some cases, volunteers who receive more

7
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intensive training on the safe handling of hazardous materials and vessel
operation for laying boom can become contract employees (Qualified
Community Responders).

There are twenty-five BP community-outreach sites engaging, training, and
preparing volunteers in Alabama, Florida, Louisiana and Mississippi. A phone
line has also been established for potential volunteers to register their interest in
assisting the response effort.

Coping with economic impacts

We recognize that beyond the environmental impacts there are also economic
impacts on many of the people who rely on the Gulf for their livelihood. BP will
pay all necessary cleanup costs and all legitimate claims for other losses and
damages caused by the spill.

The BP claims process is integral to our commitment to do the right thing. To
date, BP has already paid out over $30 million on the more than 56,000 claims
that have been submitted. While the initial focus has been on individuals, we
are now moving funds on an expedited basis to business owners with nearly
$16 million to be paid out this week to businesses alone.

To ensure the process is as fair and transparent as possible, an independent
mediator will be appointed to provide an independent judgment in cases in
which BP and a claimant are in disagreement. The mediator will be fully
independent of BP, and claimants who disagree with the mediator's judgment
will retain all rights under the Oil Pollution Act of 1990 either to seek
reimbursement from the Oil Spill Liability Trust Fund or to file a claim in court.

Thirty-two walk-in claims offices are open in Alabama, Florida, Louisiana and
Mississippi. Our call center is operating 24 hours a day, seven days a week. We
also have in place an on-line claims filing system. Nearly 700 people are assigned
to handle the claims, including almost 800 experienced claims adjusters working
in the impacted communities. Claim forms can be filled out in English, Spanish
or Vietnamese, and Spanish and Vietnamese translators are available in many
offices.

We are striving to be efficient and fair and we look for guidance to the
established laws, regulations and other information provided by the US Coast
Guard, which oversees the process.

We will continue adding people, offices and resources as necessary.
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Investigating what happened
The question we all want answered is “What caused this tragic accident”?

A full answer to this and other questions must await the outcome of multiple
investigations now underway, including a joint investigation by the Departments
of Homeland Security and Interior {(Marine Board) and an internal investigation by
BP itself.

Our internal investigation was launched on April 21, 2010 and is being conducted
by BP's Head of Group Safety and Operations.

The investigation team's work thus far suggests that this accident was brought
about by the apparent failure of a number of processes, systems and equipment.
While the team’s work is not done, it appears that there were multiple control
mechanisms — procedures and equipment — in place that should have
prevented this accident or reduced the impact of the spill. The investigation is
focused on the following seven mechanisms:

The cement that seals the reservoir from the well;

The casing system, which seals the well bore;

The pressure tests to confirm the well is sealed;

The execution of procedures to detect and control hydrocarbons in the

well, including the use of the blowout preventer (BOP) and the

maintenance of that BOP;

5. The BOP Emergency Disconnect System, which can be activated by
pushing a button at multiple locations on the rig;

6. The automatic closure of the BOP after its connection is lost with the rig;
and;

7. Features in the BOP to allow ROVs to close the BOP and thereby seal the

well at the seabed after a blowout.

AW -

| understand people want a simple answer about why this happened and who is
to blame. The truth, however, is that this is a complex accident, caused by an
unprecedented combination of failures. A number of companies are involved,
including BP, and it is simply too early to understand the cause. There is still
extensive work to do.

Lessons learned

There are events that occurred on April 20 that were not foreseen by me or BP,
but which we need to address in the future as lessons learned from this terrible
tragedy. With ongoing investigations into the incident and continuing efforts to
secure the well, we are in the early stages of trying to learn from this incident.
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But, as | see it, there are already lessons to be learned, and | wanted 1o share
two of them with you today.

Lesson 1: Based on the events of April 20 and thereafter, we need to be better
prepared for a subsea disaster. It is clear that our industry needs to significantly
improve our ability to quickly address deep-sea accidents of this type and
magnitude.

The industry has made significant strides in preparedness measures before, and
we will do so again. Following the Exxon Valdez oil spill, the industry recognized
the need to enhance its capacity to address oil spills. The result was the MSRC,
an independent, nonprofit company which maintains a significant inventory of
vessels, equipment and trained personnel, complemented by a large contractor
work force. The work of MSRC and other contractors has been central to the
surface spill response efforts in the Gulf.

But based on the events of April 20 and thereafter, it is clear that this is not
enough. We now need to develop a similar capability for dealing with large
undersea spills. We have no doubt that others in the industry will join us in
efforts to develop this capability.

Lesson 2;: Based on what happened on April 20, we now know we need better
safety technology. We in the industry have long relied on the blowout preventer
as the principal piece of safety equipment. Yet, on this occasion it apparently
failed, with disastrous conseguences. We must use this incident as a case
study to avoid a similar failure in the future.

Since the April 20 explosion and fire, BP has been carefully evaluating the
subsea blow-out preventers used in all our drilling operations worldwide,
including the testing and maintenance procedures of the drilling contractors
using the devices. We will participate in industry-wide efforts to improve the
safety and reliability of subsea blowout preventers and deep water drilling
practices. And we will work closely with other interested parties as we do so.

Conclusion

We understand the seriousness of the situation. We know the world is
watching us. No one will forget the 11 men who lost their lives in the explosion
on the Deepwater Horizon. We hear and understand the concerns, frustrations,
and fears that have been and will continue to be voiced. | understand that only
actions and results, and not mere words, ultimately can give you the confidence
you seek. We will be, and deserve to be, judged by our response.

10
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| give my pledge as leader of BP that we will not rest until we stop this wel,
mitigate the environmental impact of the spill and address economic claims in a
responsible manner. No resource available to this company will be spared. We
and the entire industry will learn from this terrible event and emerge from it
stronger, smarter and safer.

1
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Mr. STUPAK. One of the bad parts about conducting a hearing,
we get interrupted every now and then by votes, and we have three
votes pending right now. There’s, I think, about 10 minutes re-
maining on this vote.

I would suggest, instead of trying to get into questions, we take
a break right now. Let’s stand in recess for 30 minutes. Let’s come
back at noon and continue this hearing. We will start with ques-
tions from all the Members.

OK. This committee will be in recess until 12 noon.

[Recess.]

Mr. STUPAK. The committee will come back to order.

When we left off, Mr. Hayward had finished his opening state-
ment. We would begin with questions. I will begin.

Mr. Hayward, when we heard about the explosion in the gulf, the
immediate company that popped into my brain was BP, and that’s
because the last number of years from Texas City where people
died and 170 people were injured; the North Slope, the problems
we have had there; and BP’s own 2007 report on the management
accountability project in which it stated there was a culture that
evolved over the years that seemed to ignore risk, tolerate non-
compliance and accepted incompetence. So I wasn’t surprised when
we heard about the explosion in the gulf and BP was part of it.

Since then this committee, the oversight and investigations com-
mittee of the Energy and Commerce Committee, we have methodi-
cally looked at this issue, and I know you have and your company
has also. On May 12, we had a hearing in which we looked at a
number of things that went wrong. On May 25, our committee,
Chairman Waxman and myself, put out a memo. It was based on
BP’s preliminary report, and I am sure you are familiar with that
report; are you not, sir?

Mr. HAYWARD. I am.

Mr. STUPAK. And then on June 14, Chairman Waxman and I
sent you a letter, 14 pages, where we talk about the crazy well and
the nightmare well. Quite frankly, BP blew it. You cut corners to
save money and time.

And as the chief executive officer of BP, as I stated in my open-
ing, you called for a leaner decisionmaking process. You called for
fewer people in the decisionmaking process. You stated, individuals
need to be accountable for risk and to manage risk. Therefore, BP’s
leadership managed their risk in this well.

Did you manage the risk properly?

Mr. HAYWARD. Since I have been the CEO of this company, I
have focused on safe, reliable operations.

I have set the tone from the top by making it very clear to every-
one in BP that safe, reliable operations are our number one pri-
ority. Of course, this is about more than words. Safety is about
three things. It’s about plants, it’s about people, it’s about process.
In the last 3 years, we have invested more than $14 billion in plant
integrity.

Mr. STUPAK. But then what happened here? I mean, the June 14
letter we put out the other day went through five major areas. The
head of—the CEOs of the oil companies who were before this com-
mittee Tuesday all said you did it wrong. They never would have
done a well this way.
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You made decisions, whether to do a casing or the string with
the tie-back, which everyone said the tie-back would have been
safer; the lockdown sleeves; centralizers, instead of doing 21 as was
recommended, you only do 6. That defies the safety emphasis; does
it not?

Mr. HAYWARD. We launched an investigation, which we have
shared with yourself, Mr. Chairman, and all of your Members,
which has identified seven areas. It’s identified areas around ce-
ments, casing, integrity pressure measurements, well control proce-
dures, and three areas around the blowout preventer which failed
to operate. An investigation is ongoing. It’s not complete.

Mr. STUPAK. Sure. But you are CEO of this company. You said
you were here to answer the questions of the American people. You
were an exploration manager, exploration manager with BP. You
were the director of BP’s exploration. You were vice president of
BP’s exploration and production. You hold a Ph.D. from the Univer-
sity of Edinburgh.

Based on our May 12 hearing, the May 25 memo, our June 14
letter to you, based on all those facts, are you trying to tell me you
have not reached a conclusion that BP really cut corners here?

Mr. HAYWARD. I think it’s too early to reach conclusions, with re-
spect, Mr. Chairman. The investigations are ongoing. They have
identified seven key areas, and when they complete

Mr. StuPAK. Every one of those seven key areas, sir, dealt with
saving time and saving money and accepting the risk. So if we use
your own words, if you are going to hold BP accountable, then we
have to manage the risk.

Should leadership at BP be held accountable here?

Mr. HAYWARD. There is no doubt that I have focused on safe, re-
liable operations. We have made major changes in everything we
do over the last 3 years. We change people——

Mr. StupPAK. What changes have you made since April 20 when
the BP Deepwater Horizon exploded? What changes were made
then?

Mr. HAYWARD. Based on what we know so far, we have made
changes with respect to the testing and evaluation of blowout pre-
venters. We have made changes with respect to ensuring that peo-
ple who are likely to be dealing with well control are up to date
and fully validated for well-control procedures. And as we learn
more about what happens here, we will continue to make changes.

Mr. STUPAK. My time is just about up. I am going to try to hold
Members quickly to our time because we want to get through at
least one more round.

Let me just ask you this: The last 5 years I have been up here,
your safety record, you have 26 people dead, more than 170 in-
jured. You have the largest spill ever in Alaska, and you now have
the largest environmental disaster to hit the United States with no
end in sight with this disaster.

Do you believe the U.S. Government should continue to allow
companies that have poor safety records, poor environmental
records, to explore minerals or oil exploration in our country?
Should there be a ban on companies that have miserable safety
and environmental records?
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Mr. HAYWARD. In the 3 years that I have been CEO, I have fo-
cused on improving dramatically our safety and environmental per-
formance. At the price of this accident, that has indeed been the
case, and that is why, amongst all the other reasons, I am so dev-
astated by this accident.

Mr. StUPAK. I agree, and under your tenure, you said you had
the 2007 report that was scathing of BP’s culture. We still have
problems with Alaska. You said you are going to hold people ac-
countable. Who are we going to hold accountable here?

Mr. HAYWARD. We have engaged in a systemic change at BP over
the last 3 years. We have begun to change the culture. I am not
denying that there isn’t more to do, but we have made dramatic
changes in the people we had in our organization, the skills and
capabilities they have. We have invested heavily into that. We have
changed significantly the processes that we use to manage our op-
erations, and, most importantly perhaps, we have made safe, reli-
able operations the core of the company. It is the thing that I talk
about every time I talk internally and every time I talk externally
about BP.

Mr. STUPAK. In your opening statement you said as long as you
were CEO of BP, these things would occur. Do you expect to be
CEO of BP much longer?

Mr. HAYWARD. At the moment I am focused on the response. I
think everyone here believes that the highest priority is to stop the
leak, continue on on the surface and clean it up. That is what my
focus is.

Mr. STUPAK. Mr. Burgess for questions.

Mr. BURGESS. Thank you, Mr. Chairman.

The highest priority is stopping the leak. Let me ask, Mr. Hay-
ward, is your presence here today in any way interfering with that
number one task of stopping the leak?

Mr. HAYWARD. It is not.

Mr. BURGESS. Thank you.

Let me just ask you—or let me just make a statement for clari-
fication. I am not going to apologize for you. It was, after all, BP
executives who were on that rig, BP executives who ultimately
could have made the call to stop operations when things became
unsafe, and ultimately you are the person at the top, and you are
responsible.

We lost 11 men on that rig. Transocean and other companies lost
11 men on that rig. I don’t feel that apologies are in order.

But, Mr. Chairman, I do have serious questions about the setup
of this fund that we heard about from the White House yesterday.
And I hope this committee will stay engaged in the oversight of
that activity as well. It’s still disturbing to me that we have not
had anyone from the Federal regulatory side. We have brought a
ton of other people in here and questioned them, but really we need
Mr. Salazar here. We need whoever the minerals management peo-
ple were who approved that exploration plan that BP submitted
that was woefully inadequate.

Shame on you, Mr. Hayward, for submitting it, but shame on us
for accepting it with simply a rubber stamp.

Now I have got some questions I do need to ask.
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BP, unfortunately, it’s not the first time you have been in front
of our committee. And in 2006, although you were not CEO that
year, I pulled the transcript last night and looked through it again.
The Big Oil spill in Alaska had to do with not proper maintenance
on the pipelines. And when you came in, you said you were going
to focus like a laser beam on safety, and certainly that had to be
welcome news after Texas City, after the North Slope accident.

So what safety briefings do you get as your office’s chief execu-
tive officer, and who provides them to you?

Mr. HAYWARD. The basis of management of safety performance
is through something that we call our group operating risk com-
mittee. It’s a committee that I set up, I chair. It involves the heads
of all of the business streams, and we meet upon a bimonthly basis
to review the safety performance across the company. That process
is mirrored down through the company.

Mr. BURGESS. And what type of safety directives then, or what
types of directives do you issue in terms of safety as a result of
those meetings, and perhaps would you be willing to share some
of that information with the committee as we go forward?

Mr. HAYWARD. We can certainly share that information with the
committee. They range from changes to procedures to requirements
of—to have people where there are issues with safety to come and
present to us.

Mr. BURGESS. But somebody records minutes during those meet-
ings, and then your directives that come as a consequence of those
briefings are written down and delivered to the appropriate man-
agers on the ground?

Mr. HAYWARD. There are minutes of those meetings.

Mr. BURGESS. I beg your pardon?

Mr. HAYWARD. There are minutes of those meetings.

Mr. BURGESS. Let me ask you this. Mr. Stupak already alluded
to the fact that should we allow someone who is perhaps not fol-
lowing the best practices, drilling practices, continue to drill.

Is there any other well, to your knowledge, in the Gulf of Mexico
that has been done in the same manner as this well that was
drilled under the Deepwater Horizon?

Mr. HAYWARD. There are many wells in the Gulf of Mexico.

Mr. BURGESS. Are there any other wells where you haven’t put
the proper number of centralizers in?

Mr. HAYWARD. There are many wells in the Gulf of Mexico that
have the same casing design. There are many wells that have been
drilled where the same cement procedure has been——

Mr. BURGESS. Now, have the Minerals Management Service peo-
ple been there and looked over those with a fine-tooth comb?

Mr. HAYWARD. Everything that we do is subject to regulatory
oversight.

Mr. BURGESS. Are you changing your procedures of those wells
as a result of things that you have encountered in your investiga-
tion

Mr. HAYWARD. I apologize, sir. As we learn from our investiga-
tion,d we will make appropriate changes, as I have already indi-
cated.

Mr. BURGESS. Are there any of those changes that are ongoing
right now?
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Mr. HAYWARD. The ones that I have talked about are ongoing.

Mr. BURGESS. Well, let me ask you this. Now, the question came
up about centralizers, and someone said that they would rather
push more cement or squeeze more cement than getting something
stuck. I am not technically savvy enough to know exactly about
that, but if that’s the statement, and you are going to push cement
and deal with a fewer number of centralizers to hold this thing
steady in the center of the column, is there any way to find out
that, in fact, that cement went where you intended it to do, and
that rod didn’t, in fact, get off to one side or the other?

Mr. HAYWARD. I wasn’t part of the decisionmaking process on
this well. I have looked at the material

Mr. STUPAK. Yes. That’s not the question I asked you. Was there
a procedure that could have been followed that would have actually
given that information?

Mr. HAYWARD. I can’t answer that question. I am not a cement
engineer, [ am afraid.

Mr. BURGESS. There is, and those people were available, and for
whatever reason they decided not to do that. Do you think that
might have made a difference in the ultimate story of the Deep-
water Horizon?

Mr. HAYWARD. I am not prepared to speculate on what may or
may not have made a difference until such time as the multiple in-
vestigations that are ongoing are concluded.

Mr. BURGESS. Well, but prior to April 20, when the well blew up,
were you briefed on the progress of the drilling of the Macondo
well?

Mr. HAYWARD. The only knowledge that I had of the Macondo
well occurred in April when it was evident to the team drilling it
that we had made a discovery, and they notified myself that we
made a discovery.

That was my only prior involvement in the well.

Mr. BURGESS. Who briefed you? Who briefed you on that dis-
covery?

Mr. HAYWARD. The person who would have briefed me would
have been the chief executive of exploration and production.

Mr. BURGESS. Were you privy then to any other information, the
difficulties that they had had the multiple gas kicks, the losing the
tools down the hole, the length of time they have been over the
hole, the decisions to move quickly because we had spent too much
time over this well?

Mr. HAYWARD. I had no prior knowledge.

Mr. BURGESS. Who would have had that information?

Mr. HAYWARD. Certainly the drilling team in the Gulf of Mexico.

Mr. BURGESS. But you are the CEO of the company. Do you have
any sort of technical expert who helps you with these things who
might have been there?

Mr. HAYWARD. With respect, sir, we drill hundreds of wells a
year all over the world.

Mr. BURGESS. Yes, I know. That’s what is scaring me right now.

Did you have a technical expert who was advising you there on
this well, because we have heard from other people that there were
problems, it was a bad well, it was a dangerous well; gas kicks, and
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the mud was not degasified or whatever the procedure was. So did
you have a technical expert advising you?

Mr. HAYWARD. I had no prior knowledge or involvement in the
drilling of this well, none whatsoever.

Mr. BURGESS. But who was? If you are the CEO of the company,
if I were a shareholder of BP, which I am not, but if I am, how
can I have comfort that the CEO knows what’s going on as far as
safety on the rigs, or is it true it’s just all about profit?

Mr. HAYWARD. There was a drilling team providing oversight of
this well.

Mr. BURGESS. There was a drilling team.

Mr. StuPAK. We will go to Mr. Waxman.

Mr. WAXMAN. Thank you very much, Mr. Chairman.

Mr. Hayward, when you became CEO 3 years ago, you said that
safety was going to be your top priority; you would focus on it like
a laser. Your Website said, safe and reliable operations are integral
to BP’s success.

I want to ask you whether you think that BP met that commit-
ment that you made when you became CEO?

Mr. HAYWARD. Since I became CEO, we have made a lot of
progress. We have made it very clear to everyone in the company
that safe, reliable——

Mr. WAXMAN. Have you met that commitment that you made?

Mr. HAYWARD. And we made major changes. We made major
changes to our——

Mr. WAXMAN. You made major changes, but now we see this dis-
aster in the gulf. Does that indicate that you didn’t keep that com-
mitment?

Mr. HAYWARD. And one of the reasons that I am so distraught.

Mr. WAXMAN. Could you answer yes or no? I don’t want to know
whether you are distraught. I want to know whether you think you
have kept your commitment.

Mr. HAYWARD. We have focused like a laser on safe and reliable
operations, that is fact, every day.

Mr. WaxMAN. OK. Well, let me follow up on that. We had a hear-
ing earlier this week with CEOs from the other oil companies. They
were unanimous in their view that you made risky decisions that
their companies would not have made. And in particular they criti-
cize your decision to install a long, single string of casing from the
top of the well to the bottom on April 19, the day before the blow-
out. They said this well design choice provided an unrestricted
pathway for gas to travel up the well in the annulus space that
surrounded the casing, and, of course, it blew out the seal.

How do you respond to their criticism? Did BP make a—a funda-
mental misjudgment in selecting a single string of casing?

Mr. HAYWARD. I wasn’t involved in any of that decisionmaking.

Mr. WAXMAN. Well, I want to know your view of it, now that you
know about it, now that you know what your company did. Pursu-
ant to your laser request that they be attuned to safety, do you
think that that was a mistake?

Mr. HAYWARD. The original well design was to run a long string.
It was approved by the MMS. There was only discussion in the
course of the drilling of the well whether a long string or a 7-inch
line that would be most appropriate. That is what I understand
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based on having looked at the documents and listened to our inves-
tigation team.

The decision to run a long string, at least in part, was to do with
the long-term integrity of well.

Mr. WAXMAN. But let me be fair to you, because I am asking you
to look with hindsight as to what happened and the decision that
was made.

But your own engineers warned in advance that this was a risky
approach. And I would like to put on the screen what’s called a
planned review that your engineers prepared in mid-April warning
against the long string of casing. As you can see, your engineers
said that if you used a long string of casing, that it is unlikely to
be a successful cement job. You would be unable to fulfill MMS reg-
ulations, and there would be an open annulus to the wellhead, and
I have that on the screen.

Now, those are serious risks, a failed cement job, a violation of
MMS safety regulations, an open pathway for gas to travel to the
top of the well. The same document says that if you use the liner
and tie-back approach, which is what Exxon Mobil and other com-
panies said you should have used, you would have avoided or less-
ened these risks, and here is what the plan review said: If you used
the liner, there would be less issue with landing it shallow. There
would be a second barrier to gas in the annulus and a higher
chance for a successful cement job.

Now, you said that BP is supposed to be focused like a laser on
safety. Yet BP apparently overruled the warnings of its own engi-
neers and chose the more dangerous option. How can you explain
that decision by BP? Why were the safety recommendations of your
own engineers ignored?

Mr. HAYWARD. I wasn’t involved in any of the decisionmaking.
It’s clear that there was some discussion amongst the engineering
team, and an engineering judgment was taken.

Mr. WAXMAN. It’s clear to me that you don’t want to answer our
questions, because isn’t it true that you have served your life in
BP? You have only recently become the CEO, but haven’t you been
in this business most of your professional life?

Mr. HAYWARD. I have been in this business 28 years.

Mr. WaAXMAN. Twenty-eight years. So you should have some
knowledge about these issues. And I sent you a letter in advance
asking you—we were going to be asking these questions and to be
prepared to answer it.

How can you explain this decision where you ignore—not you,
yourself, but people who work for you who should have known that
it was your directive to be a laser on safety. How could they have
ignored these warnings from people right within your company?

Mr. HAYWARD. There was clearly a discussion between the engi-
neering team as to what was the most appropriate course of action
to take. An engineering judgment was taken that involved long-
term integrity——

Mr. WAXMAN. It was more than an engineering judgment, be-
cause April 15th there is a document, which is 5 days before the
blowout, that said that using the safer liner will add an additional
7- to $10 million to the completion cost. The same document calls
it the single string of casing, the best economic case for BP.
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And the conclusion I draw from these documents is that BP used
a more dangerous well design to save $7 million. What do you
think about that? What is your response?

Mr. HAYWARD. I believe that document also highlights that the
long-term integrity of the well will be best served by a long string.
The long string is not an unusual well design in the Gulf of Mexico.
As I understand it

Mr. WAXMAN. Say that again.

Mr. HAYWARD. The long string is not an unusual design in the
Gulf of Mexico.

Mr. WAXMAN. As I understand it from Halliburton’s witness that
was interviewed by our staff, that only 2 to 10 percent of those
wells might use this particular string.

Now, ExxonMobil and other CEOs said they wouldn’t proceed
this way. It appears to me that BP knowingly risked well failure
to save a few million dollars. And even drilling 18,000 feet below
the sea, if you make mistakes, the consequences of those would be
catastrophic and, in fact, it turned out to be catastrophic. Don’t you
feel any sense of responsibility for these decisions?

Mr. HAYWARD. I feel a great sense of responsibility for the acci-
dent. We need to allow——

Mr. WAXMAN. How about for the decisions that made the acci-
dent more likely?

Mr. HAYWARD. We need to determine what were the critical deci-
sions and——

Mr. WAXMAN. Did you get my letter and did you review it?

Mr. HAYWARD. I have read your letter, Chairman.

Mr. WAXMAN. Do you realize in the letter that we asked you to
be prepared to discuss these issues?

Mr. HAYWARD. As I said, I have seen the documents following
your letter, and I cannot pass judgment on those decisions.

Mr. WAxXMAN. Even though you have worked 28 years in the oil
industry, you are the BP CEO, and you said like a laser you are
going to—safety is the biggest issue and you have people under you
making these kinds of decisions and now you are reviewing them.

Do you disagree with the conclusion that this was riskier to use
this particular well lining?

Mr. HAYWARD. I am not prepared to draw conclusions about this
accident until such time as the investigation is concluded.

Mr. WaxMAN. This is an investigation. That is what this com-
mittee is doing. It is an investigatory committee. And we expect
you to cooperate with us. Are you failing to cooperate with other
investigators as well? Because they are going to have a hard time
reaching conclusions if you stonewall them, which is what we seem
to be getting today.

Mr. HAYWARD. I am not stonewalling. I simply was not involved
in the decisionmaking process. I have looked at the documents.
And until the investigations are complete, both yours and oth-
ers

Mr. WAXMAN. That is somebody else’s conclusion. What is your
conclusion?

Mr. HAYWARD. I haven’t drawn a conclusion, Mr. Chairman.

Mr. WaxMaN. I see. My time has expired and I am just amazed
at this testimony, Mr. Hayward. You are not taking responsibility.
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You are kicking the can down the road and acting as if you had
nothing to do with this company and nothing to do with its deci-
sions. I find that irresponsible.

Mr. StuPAK. Along those lines, do you disagree with the conclu-
sions of Chairman Waxman’s June 14th letter, the one Mr. Chair-
man and I sent you? Do you disagree with those five conclusions,
five areas we hit, the conclusions we reached? Do you disagree with
it?

Mr. HAYWARD. I think there are very legitimate issues for con-
cern, Mr. Chairman.

Mr. STUPAK. They are very what?

Mr. HAYWARD. Legitimate areas for concern.

Mr. STUPAK. So we reached legitimate conclusions that people
could then base the decision, cut corners to save money and we had
this accident, correct?

Mr. WAXMAN. It doesn’t appear you are very concerned about
them, are you?

Mr. HAYWARD. I am very concerned that we get to the bottom of
this incident and understand exactly what happens such that we
can be sure that it never happens again.

Mr. WaxmaN. Easy to say.

Mrs. BLACKBURN. Mr. Chairman, just a request, please. If Mr.
Hayward could move the microphone a bit closer. I am having dif-
ficulty hearing.

Mr. STUPAK. Right. I think we all are. Pull it a little closer if you
could, please.

Mr. Sullivan for questions, please. I should note Mr. Upton is
here from Michigan, a member of the full committee and so is Mr.
Engle. They want to ask questions, they can at the appropriate
time. Mr. Sullivan.

Mr. SuLLIVAN. Thank you, Mr. Chairman.

Mr. Hayward, according to the Occupational Safety and Health
Administration, there is mounting evidence that BP is one of the
worst—has one of the worst safety records of any major oil com-
pany operating in the United States.

Is there a deficient safety culture at BP that led to the Deep-
water Horizon and other disasters like the refinery explosion in
Texas City, Texas, and the Alaskan oil pipeline spill?

Mr. HAYWARD. I think we acknowledged in 2005 and 2006 that
we had serious issues, and as a consequence set out to implement
systematic change in the culture and safety of BP. I set the tone
from the top by saying very clearly, safe, reliable operations were
our number one priority. We have invested billions of dollars in the
integrity of that plant. We have recruited many thousands of engi-
neers and technologists into our company, including many from
other industries such as the nuclear industry and other parts of the
chemical and oil and gas industry, and we have changed fun-
damentally our whole approach to the management of our oper-
ations through the implementation of significant changes to our
processes.

Mr. SULLIVAN. It doesn’t seem like that. If you look at the reports
of what happened on the Deep Horizon, it doesn’t look like many
safety procedures have changed much at all. And, Mr. Hayward, do
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you feel that your safety record compared to other major oil compa-
nies is comparable?

Mr. HAYWARD. As I said, it is clear that we had some serious
issues to deal with in the 2005-2006 time frame and we have
worked hard to improve our safety performance since that time for
it.

Mr. SULLIVAN. It doesn’t seem to be changing Mr. Hayward; your
safety performance doesn’t. Here are some highlights of your safety
procedures. BP had 760 safety violations and you paid millions of
dollars, 373 million in fines to avoid criminal prosecution for ma-
nipulating the propane markets.

Also, if you look at other industries, sir—let us take some of your
competitors, for example. Sunoco—you had 760 violations in 5
years. Sunoco had 8 safety violations. ConocoPhillips had 8 safety
violations in the same time you had 760. Citgo had 2 safety viola-
tions at the same time you had 760. And ExxonMobil had 1 safety
violation in the same time period you had 760. How in the heck
do you explain that?

Mr. HAYWARD. As I said, we acknowledged the problems we had
in 2005 and 2006. The vast number of those things that you refer
to date from that time period and we have made major changes in
the company over the last 3 to 4 years.

Mr. SULLIVAN. Do you think the changes you made in that time
period you are talking about when you were CEO—I understand
why you are saying that—do you think that they were using those
measures and protocols on the Deepwater Horizon?

Mr. HAYWARD. To my best knowledge, they absolutely were.

Mr. SULLIVAN. You don’t think they short-cut anything on the
Deepwater Horizon? You are CEO of a major company. Do you, in
fact, looking back, sir, do you think that they cut corners?

Mr. HAYWARD. I believe we should await the results of the inves-
tigations before we draw conclusions.

Mr. SULLIVAN. Sir, you had to have looked at some of the re-
sults—your internal investigation. Internally, your investigation,
did it show any kind of breakdown, something that you—with your
protocols you said you put in place, were any of those short-cut?

Mr. HAYWARD. The investigation is still ongoing as you know. It
has identified seven areas: the cement casing, the integrity pres-
sure well control procedures, and three failures of the blowout pre-
venter. And when the investigation is concluded we will make a
judgment.

Mr. SULLIVAN. I would say that this problem is with your organi-
zation and your safety and the culture of your company’s safety
culture, and not a culture of our domestic oil and gas producers.
As we can see, they haven’t had the kind of problems you have had
with cutting corners on safety. They have a lot of redundancies,
contingency plans. I venture to say that this may not have hap-
pened if one of these other companies was operating that rig.
Would you say that would be true?

Mr. HAYWARD. I don’t think I can make that judgment.

Mr. SULLIVAN. Do you think the other companies have different
or stricter or—stricter guidelines with their safety and spend more
money on it? Because you probably compare yourselves to other
companies, I am sure.
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Mr. HAYWARD. I cannot make that comparison, but I can clear
what we have done. We have invested billions of dollars, we have
recruited thousands of people, and we have changed significantly
our process, systems, and procedures in the course of the last 3
years.

Mr. SuLLIvAN. Well, thank you. I yield back.

Mr. StupAK. Thank you.

Before Mr. Dingell begins questions, we have votes on the floor
again. There is less than 10 minutes remaining. So I am going to
at least get through Mr. Dingell’s questions and then we will re-
cess.

Mr. Dingell.

Mr. DINGELL. Thank you, Mr. Chairman.

Mr. Hayward, you had two choices, using single casing or
tieback. The risks are substantial associated with single casing,
which is what BP chose.

Please answer yes or no. Can you assure us, under oath, that
that was not a decision made to save time and money?

Mr. HAYWARD. I wasn’t part of that decisionmaking process. I
was not part of that decisionmaking process. So I cannot possibly
know the basis on which that decision was taken.

Mr. DINGELL. How much money was saved by using the single
stream casing?

Mr. HAYWARD. I believe the documents refer to a sum of I think,
I think 7- to $10 million, and they also refer to the fact that the
casing would have longer-term integrity as a long stream.

Mr. DINGELL. Please submit that for the record.

How much time was saved?

Mr. HAYWARD. I don’t recall the time that was saved. Would
there have been some time saved?

Mr. DINGELL. Would you submit that for the record, please?

Now, you had the option of using a number of centralizers to
keep the casing in the center of the bore hole. Halliburton rec-
ommended 21. You ultimately chose to use 2. Could you tell us
under oath that the decision to use 6 centralizers instead of the
recommended 21 was not made to save time and money?

Mr. HAYWARD. I was not involved in that decision, so it is impos-
sible for me to answer that question.

Mr. DINGELL. All right. Could you tell us how much money BP
saved by not using the proper number of centralizers?

Mr. HAYWARD. I am afraid I cannot recall that.

Mr. DINGELL. Would you submit that for the record?

How much time was saved?

Mr. HAYWARD. I don’t recall that either, I am afraid.

Mr. DINGELL. Please submit that for the record.

You and BP decided not to conduct a cement bond log, an acous-
tic test to find out whether the cement was bonded to the casing
and surrounding formations. Despite Mineral Management Service
regulations, can you state under oath to the committee that BP did
not decide to—against using the cement bond log to save time and
money, yes or no?

Mr. HAYWARD. My understanding from what I have read—again
I was not involved in the decisionmaking—is that the team on the
rig, the transition team, the BP team and the Halliburton team,
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concluded that they had sufficient evidence that the cement job
was good and therefore decided not to use the cement bond log.

Mr. DINGELL. Does that mean yes or no?

Mr. HAYWARD. It means I cannot answer your question in that
form.

Mr. DINGELL. How much would this test have cost BP?

Mr. HAYWARD. I cannot recall that number, I am afraid.

Mr. DINGELL. Please submit it for the record.

How long would the test have taken?

Mr. HAYWARD. Probably a number of hours, I believe; but I am
not certain.

Mr. DINGELL. Please submit that for the record.

You were supposed to engage in circulating drilling mud on the
well bottom when the casing is on the bottom and before cement-
ing. This is referred to as “bottoms up.” Did BP fully circulate the
mud, yes or no?

Mr. HAYWARD. I don’t believe the mud was fully circulated. The
process that the team on the rig were following was in line and ap-
proved by the MMS.

Mr. DINGELL. Thank you. Can you assure us, under oath again,
that the decision not to fully circulate the mud was not made to
save money and time?

Mr. HAYWARD. I cannot answer that question because I wasn’t
there.

Mr. DINGELL. Thank you. How much money did avoiding this
procedure save?

Mr. HAYWARD. I am afraid I cannot recall.

Mr. DINGELL. Would you submit it for the record, please?

How long would the fully circulating of the mud have taken?

Mr. HAYWARD. I am afraid I cannot recall that either.

Mr. DINGELL. Would you submit that for the record, please?

Now, BP made the decision not to install a casing hanger
lockdown sleeve. Can you assure the committee under oath that
the decision not to install such lockdown sleeve was not made to
save time and money?

Mr. HAYWARD. That was a decision I was not a party to.

Mr. DINGELL. How much did the installing of the lockdown sleeve
save BP?

Mr. HAYWARD. I don’t know.

Mr. DINGELL. How much time did installing the lockdown sleeve
save?

Mr. HAYWARD. I am afraid I don’t know that either.

Mr. DINGELL. Now, you have received a letter from the chairman
of the subcommittee and the full committee asking a series of ques-
tions. When will the committee have the response to that letter?

Mr. HAYWARD. You will get it as soon as we can make it avail-
able to you.

Mr. DINGELL. Now, did BP have an emergency response plan in
the event of a failure at the well?

Mr. HAYWARD. We had a response plan which we have——

Mr. DINGELL. What was the date of that response plan?

Mr. HAYWARD. The response plan was approved, as I recall, in
June of 2009.
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Mr. DINGELL. Please submit to us the date of the response plan
and the number of times which it was updated and who it was that
did the formulation of the plan. Please inform us for the record
whether or not that plan was approved by the Mineral Manage-
ment Service and on what date?

Thank you, Mr. Chairman. I look forward to seeing those an-
swers in the record.

Mr. StuPAK. Thank you, Mr. Dingell. To let members know, we
are going to stand in recess for 1 hour. We have six votes plus a
motion to recommit. The good news is when we come back—these
are the last votes of the day—we will be able to finish the hearing
then.

Mr. BURGESS. Mr. Chairman, Mr. Hayward has brought up a
point about he followed the procedures of MMS. Once again it is
so critical that we get the Federal regulatory agencies in this com-
mittee to ask them questions.

Mr. STUPAK. Mr. Burgess, as you know——

Mr. BURGESS. The fact that we haven’t here, after all these hear-
ings, is really disturbing to me.

Mr. STUPAK. Reclaiming my time, Mr. Burgess. As you know, we
have a methodical method we have been using in this investiga-
tion. We have gone through it very methodically. You know we
have at least two more hearings. One was scheduled for Tuesday,
but at your request and my request we moved it back a little more.
There will be at least two more hearings. We will do our job. We
will have all parties here before this committee at the appropriate
time.

Mr. BURGESS. Clearly, Mr. Hayward is not prepared to answer
the questions and we need to get MMS in here to do that as well.

Mr. StuPAK. MMS isn’t going to help Mr. Hayward answer the
questions. Mr. Hayward has to answer the questions himself.

Mr. BURGESS. I would just submit that with the depth——

Mr. STUPAK. We are in recess until 2 o’clock.

Mr. BURGESS. Any one of us could do his job.

[Recess.]

Mr. STUPAK. The committee will reconvene.

Mr. Hayward, during the last series of votes, I was approached
by several members of the committee who are extremely frustrated
with your lack of candor and your inability to answer their ques-
tions. We initially wanted to have this hearing last week. However,
your staff pleaded with the committee to give you an additional
week so you could be adequately prepared for this hearing and we
agreed. In addition to the extra week, we allowed you to prepare,
Chairman Waxman and I sent you a 14-page letter outlining five
issues you should be prepared to address in today’s hearing.

You did not address any of those issues in your opening state-
ment. And thus far, you have responded to our questions with little
substance and many claims of not knowing or not being part of the
decisionmaking processes.

You first accepted responsibility for actions to your staff in town
hall meetings, and yet you have not yet provided us with direct an-
swers or taken responsibility thus far today. I sincerely hope that
you will reconsider your approach to these questions. I hope you
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will be more forthcoming and less evasive with your answers for
the remainder of this hearing.

We are done with votes, so we should be able to get through the
rest of this hearing; and we will probably go a second round be-
cause members do want to push you on some of these issues. You
are the CEO. Great experience. You have got a Ph.D. You have
been head of exploration. You know what is going on. We would
hope that we would have more candid responses to our questions.

With that, let me turn it to Mrs. Blackburn for questions. Five
minutes, please.

Mrs. BLACKBURN. Thank you, Mr. Chairman. And indeed, Mr.
Hayward, we are a little bit frustrated with hearing you say you
were not a party to certain decisions or were not in that chain of
command or that you can’t comment because of ongoing investiga-
tions. So I am going to try a little different tactic because I do want
to get some answers and get some items—get some of these ques-
tions answered.

I want to go back to the safety issues. I mentioned that in my
opening statement to you. I am one of those individuals that grew
up down on the Gulf Coast and then moved away. I am familiar
with people working offshore, if you will.

And what I would like to know from you, have you been briefed
on the safety issues and the safety concerns; and then if you were
a part of the decisionmaking process on what would be considered
the best operating practices, were you a part of the chain of com-
mand, and what is the chain of command for dispute resolution
when there is a difference about how to approach safety?

Go ahead. I would love your response.

Mr. HAYWARD. As I have said, I wasn’t involved in the decision-
making on the day——

Mrs. BLACKBURN. Let us do this, then. If you were not involved
in the decisionmaking of how safety is approached on these rigs
and platforms, would you submit to us in writing for the record a
description of what that chain of command is and what the process
is when there is a difference of opinion on how you approach rig
safety? Would you be willing to submit that? And I will ask you
and your team to submit that to us for the record.

In addition, since becoming CEO, have you been briefed on the
significant safety incidents that have occurred in BP’s explorations,
Alaska and production facilities over the past year? Have you been
briefed?

Mr. HAYWARD. I had discussed those issues at the group oper-
ating risk committee.

Mrs. BLACKBURN. As a result of these briefings, did you author-
izef angf changes to BP policies and practices for dealing with the
safety?

Mr. HAYWARD. We took actions in Alaska to change both the or-
ganization and some of the processes.

Mrs. BLACKBURN. Thank you. Since the Deepwater Horizon inci-
dent, have you made changes? And what are those? Will you sub-
mit those to us for the record?

Mr. HAYWARD. We have made changes to our testing procedures
on BOPs. We have made changes to the intensity with which well-
site leaders are aware of well control procedures and a variety of
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other interventions that are predicated on what we have learned
from the incident so far. And as we learn more, we will make more
changes as we deem appropriate.

And I would be very happy to submit to you, Congresswoman,
the changes that we have made.

Mrs. BLACKBURN. Thank you. Did you ask other companies for
help in cleaning up the BP oil spill? Last week for the hearing, we
had several different companies. Did you all approach other compa-
nies or other countries and ask for their help and their expertise
in plugging that leak and in participating in the cleanup?

Mr. HAYWARD. We sought help from both our immediate peers
and competitors in the Gulf of Mexico, and globally from around
the world and across America. There are several hundred entities
involved in the effort. All of the major operators in this country,
major operators from elsewhere in the world such as Petrobras,
many of them major academic institutions in this country. Some of
the greatest minds in the country are involved in trying to deal
with this problem.

Mrs. BLACKBURN. Did they participate at your invitation or the
government’s invitation?

Mr. HAYWARD. They participated, in the first instance, at our in-
vitation; and subsequently the Federal authorities brought some of
the great academic institutions in this country to bear.

Mrs. BLACKBURN. Are you currently—is BP currently working on
industry efforts to look at rig safety?

Mr. HAYWARD. We have made recommendations to the MMS
with respect to the things that we have learned so far, particularly
with respect to blowout preventers. And we will continue, as we
learn what the realities of this accident are, to make our rec-
ommendations to the relevant authorities. And I believe that in the
course of the coming months, the industry will work together to de-
termine what is the best way forward.

Mrs. BLACKBURN. We hope that you are working together be-
cause I hope you understand our frustration. You have stated be-
fore safety would be a priority for BP. And we expect you all to
take action on lessons learned. And when you tell us that you are
taking that action and then you return because of what has oc-
curred, Mr. Hayward, I cannot even begin to tell you how dis-
appointing it is to us that you are saying—and you mentioned ac-
tions and words in your testimony. But, sir, you are giving the
rhetoric. What we want to see going forward is the action that in-
deed you have learned these lessons, that BP has learned these les-
sons and that you are going to share these best practices with the
industry. That would be very helpful.

Thank you for being before us today. I yield back.

Mr. StuPAK. I thank the gentlelady.

Mr. Hayward, you indicated that you made recommendations on
the blowout preventer your company has. Would you provide those
to this committee?

Mr. HAYWARD. We certainly can, Chairman.

Mr. STUPAK. Next I will turn to Mr. Markey for questions,
please.

Mr. MARKEY. Thank you, Mr. Chairman.
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Mr. Hayward, the existence of large clouds or plumes of oil sus-
pended deep beneath the ocean surface are of concern because the
toxic oil and dispersants can poison the aquatic plants and ani-
mals, and they also consume oxygen, potentially asphyxiating ma-
rine life.

On May 30th, you stated that your samples showed no evidence
of such plumes. On June 7th in a response to my letter, BP again
denied the plumes existed, citing a BP document saying that there
is no coherent body of hydrocarbons below the surface.

Even after NOAA Administrator Jane Lubchenco confirmed the
plumes’ existence on June 8th, your COO, Jeff Suttles, went on na-
tional television and continued to deny their existence.

These are photographs presented to us on the committee by Dr.
Samantha Joy of the University of Georgia, who has sampled the
deep water of the gulf and found such plumes. On the right there
is a filter with oil clearly present from water from within a plume
as it passed by.

Now, it isn’t just university scientist data. I have here up on the
screen as well from EPA’s Web site entitled, “Subsurface Plume
Detected.” It was prepared using BP’s data. There are 17 red dots
indicating that your own data shows evidence of subsurface
plumes. This is your data, Mr. Hayward.

Are you now once and for all prepared to concede that there are
plumes or clouds of oil suspended deep beneath the surface of the
ocean? Yes or no, Mr. Hayward.

Mr. HAYWARD. As I understand the data, Chairman, it indicates
that there are—there is oil in very low concentrations, 0.5 parts per
million distributed through the column. The detailed analysis that
NOAA conducted in three locations around the spill show that in
one location, 0.5 parts per million, clearly attributed to this spill.

Mr. MARKEY. Are there plumes of oil beneath the ocean’s sur-
face?

Mr. HAYWARD. There are concentrations of oil about 0.5 parts per
million in the water column. Some of it is related to this spill.
Other samples from been typed to other oil.

Mr. MARKEY. So you do not define that as a plume?

Mr. HAYWARD. I am not an oceanographic scientist. What we
know is that there is

Mr. MARKEY. I am going to take it as a continuing “no” from you.
And your testimony continues to be at odds against all independent
scientists. Yesterday at the Energy and Commerce Subcommittee
on Health, during the hearing the director of the National Institute
of Occupational Health and Safety told me in answer to my ques-
tion that he has asked BP for a roster of all workers multiple times
and BP has failed to give him that information that is critical to
tracking chemical exposure.

Representative Eshoo and I were both outraged at BP’s failure
to take such a straightforward step to protect the health of their
workers.

Mr. Hayward, will you commit to immediately provide the Na-
tional Institute of Occupational Health and Safety and the Centers
for Disease Control with all of the information that they need to
evaluate health impacts and to protect these workers?
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Mr. HAYWARD. We have endeavored to provide all information re-
quests as quickly as possible, and we will endeavor to do that as
well.

Mr. MARKEY. The head of the National Institute of Occupational
Health and Safety testified yesterday that you are not doing that.
Will you provide all of the information that they have requested of
you?

Mr. HAYWARD. We are endeavoring to provide all of the informa-
tion requested that we receive, and we will certainly do it for that
one.

Mr. MARKEY. Again, the equivocation in your answer is some-
thing that is not reassuring to those workers who potentially have
been exposed to these chemicals in ways that can impact on their
health. BP has dumped 30,000 gallons of drilling mud in the ocean.
Drilling mud is often made using synthetic oils and other chemi-
cals, and in this case also may have used significant quantities of
antifreeze which is toxic.

Mr. Hayward, will you commit to disclosing the ingredients of
the drilling mud?

Mr. HAYWARD. Yes, we will. I believe that all of the mud that has
gone into the ocean is water-based mud with no toxicity whatso-
ever.

Mr. MARKEY. Will you also commit to disclosing all other meas-
urements you have made related to chemical, oil, and methane con-
centrations in the water immediately?

Mr. HAYWARD. Those are being published, as we make them, on
a variety of Web sites. And we will continue to do that. And we will
make them available in whatever form is available to all of you.

Mr. MARKEY. And you will give us all of the measurements which
you have made?

Mr. HAYWARD. All the measurements we have made have been
made available and we will continue to do that.

Mr. MARKEY. Thank you, Mr. Chairman.

Mr. STUPAK. Thank you. Mr. Gingrey for questions, please.

Mr. GINGREY. Mr. Hayward, as demonstrated by the number of
cameras in this room, interest in this hearing is at a fever pitch.
The anger at BP and the anger at our administration is palpable.
You just look at the polls. And we members of this committee have
an obligation to get to the bottom of this to address the frustrations
of the American people.

The chief executive of ExxonMobil testified just yesterday at the
Energy and Environment Subcommittee of this committee that,
quote, We would not have drilled the well the way they did, end
of quote.

In addition, the president of Shell, John S. Watson, stated, and
I quote, It is not a well that we would have drilled in that mechan-
ical setup and there are operational concerns, end of quote.

Mr. Hayward, my profession before Congress was the practice of
medicine, obstetrics and gynecology. If I had delivered a baby that
resulted in a bad outcome, a seriously bad outcome, and two of my
friendly competitors, well-respected peers, said that Dr. Gingrey in
this instance practiced below the standard of care, I would be in
a serious world of hurt.
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Reflecting on the fact that two of your major competitors admit-
ted that BP drilled the Macondo well in a nonstandard way, in ret-
roslrfgct what is your opinion of BP’s design plan for the Macondo
well?

Mr. HAYWARD. As I tried to explain, there are clearly some issues
that our investigation has identified. And when the investigation is
complete, we will draw the right conclusions.

Mr. GINGREY. With all due respect, you have had 59 days and
you are not exactly moving with fever pitch here. Do you believe
BP was drilling the well following the best safety practices you
were focused on reinvigorating when you were promoted to the po-
sition of CEO a couple of years ago?

Mr. HAYWARD. I have no reason to conclude that wasn’t the case.
If I found at any point that anyone in BP put cost ahead of safety,
I would take action.

Mr. GINGREY. Do you believe that the decisions made regarding
Deepwater Horizon on and leading up to April the 20th, such as
a decision to use only 6 centralizers instead of 21, the decision to
not run a cement bond log, do you believe those decisions reflect
the normal decision making process at BP, or would you charac-
terize those decisions as an exception to normal operating proce-
dures?

Mr. HAYWARD. There is nothing I have seen in the evidence so
far that suggests that anyone put costs ahead of safety. If there
are, then we will take action.

Mr. GINGREY. Let me put it this way, Mr. Hayward, in the re-
maining time that I have left. If you had been physically present
on that rig, along with the 11 men that were killed, would you
have made the same decisions as were made? Would you have ap-
proved the decision to use only 6 centimeters, despite the rec-
ommendation to use 21? Would you have made the decision to not
run a cement bond log if you had been standing on that Deepwater
Horizon rig?

Mr. HAYWARD. I am not the drilling engineer, so I am not actu-
ally qualified to make those judgments. Better people than I were
involved in those decisions in terms of the judgments that were
taken. And if our investigation determines that at any time people
put costs ahead of safety, then we will take action.

Mr. GINGREY. With all due respect, Mr. Hayward, I think you are
copping out. You are the captain of the ship, and it has been said
by members on both sides of the aisle of this committee, we had
a President once that said, the buck stops on my desk, a very dis-
tinguished President. And I think the buck stops on your desk. And
we are just not getting, I don’t think, the answers from you that
need to be presented to this committee in a forthright manner. It
is a little frustrating for all of us and it seems like your testimony
has been way too evasive.

Mr. Chairman, I will yield back at this time.

Mr. STUuPAK. Thank you, Mr. Gingrey. Mr. Braley for questions,
please.

Mr. BRALEY. I want to follow up on my friend from Oklahoma’s
questions about the culture of safety at BP, Mr. Hayward, because
you have stated repeatedly since you took over as CEO of BP, that
safe reliable operations are a number one priority, correct?
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Mr. HAYWARD. That is correct.

Mr. BRALEY. And you have been CEO for the past 3 years, cor-
rect?

Mr. HAYWARD. Correct.

Mr. BRALEY. Then explain to us why between June of 2007 and
February of 2010, the Occupational Health and Safety Administra-
tion checked 55 oil refineries operating in the U.S.; 2 of those 55
are owned by BP, and BP’s refineries racked up 760 citations for
egregiously willful safety violations accounting for 97 percent of the
worst and most serious violations that OSHA monitors in the work-
place. That doesn’t sound like a culture of safety.

Mr. HAYWARD. We acknowledge we had very serious issues in
2005 and 2006.

Mr. BRALEY. I am not talking about 2005 and 2006. I'm citing
from an OSHA study between June of 2007, on your watch, and
February of 2010 where OSHA said BP has a systemic safety prob-
lem. And of those 760 that were classified as egregious and willful,
it is important to note that that is the worst violation that OSHA
can identify. And their definition is a violation committed with
plain indifference to or intentional disregard for employee safety
and health; 97 percent of all of those egregious violations at U.S.
refineries on your watch were against your company.

That doesn’t sound like a company that, to use your words, is
committed to safe, reliable operations as your number one priority.
There is a complete disconnect between your testimony and the re-
ality of these OSHA findings; do you understand that?

Mr. HAYWARD. I understand what you are saying.

Mr. BRALEY. So we also had Mr. Barton earlier make this com-
ment about what happened at the White House yesterday. Were
you there for that conference with the White House?

Mr. HAYWARD. I was.

Mr. BRALEY. Do you think that BP was shaken down by the
Obama administration to come up with this $20 billion compensa-
tion fund?

Mr. HAYWARD. We attended the White House at the invitation of
the government to form a way forward and try and work together
to deal with the leak, the response to the leak, and to make a re-
turn of the Gulf Coast to its past. And that is what we are going
to do.

Mr. BRALEY. I realize that we speak the same language, but it
is not always the same language when we speak English in the
United States and English in Great Britain. So I want to make
sure I am clear on this. Here in this country, the word “shaken
down” means somebody in a position of disadvantage is forced to
do something against their will. Is that how you viewed these nego-
tiations at the White House yesterday?

Mr. HAYWARD. As I said, we came together to figure out a way
of working together to resolve what is clearly a very, very serious
situation.

Mr. BRALEY. And the reason you came together, sir, is because
it was not only in the best interest of the United States taxpayers
and the citizens of this country, it is also in the best interest of BP
to try to get this problem solved so that it can move forward; isn’t
that true?
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Mr. HAYWARD. It is undoubtedly true. We would like to resolve
this issue, as would everyone else.

Mr. BRALEY. When the ranking member referred to this com-
pensation fund—which I applaud as a positive step forward—as a
slush fund, I want you to know that in this country that implies
a very negative connotation as something illegal, below the surface
of what is acceptable.

Did you consider this compensation fund for people who had lost
their lives, lost their businesses, lost their environment, lost their
ability to—did you consider that to be a slush fund?

Mr. HAYWARD. As we said yesterday, the fund is a signal of our
commitment to do right; to ensure that individuals, fishermen,
charter boat captain, small hotel owner, everyone who has been im-
pacted by this is kept whole. That is what I have said from the
very beginning of this and that is what we intend to do. And as
I said in my testimony, I hope people will now take—see that we
are good for our word.

Mr. BRALEY. Can we take that as a “no” in response to my ques-
tion, sir, that you did not consider this to be a slush fund?

Mr. HAYWARD. I certainly didn’t think it was a slush fund, Con-
gressman.

Mr. BRALEY. Thank you. I will yield back.

Mr. STUPAK. Mr. Latta for questions, 5 minutes.

Mr. LATTA. Thank you, Mr. Chairman.

Thank you for being with us, Mr. Hayward. Earlier in the morn-
ing, our ranking member, Mr. Burgess, had asked a question and
you responded by—if I wrote it down here correctly, that every-
thing we do is subject to regulatory oversight. And who is that
when we are talking about regulatory oversight?

Mr. HAYWARD. The regulatory oversight of the deepwater drilling
operations is the Minerals Management Service.

Mr. LATTA. But here in the Federal Government, who would be
out on the rig for that oversight?

Mr. HAYWARD. It is the inspectors of the Mineral Management
Service, I believe.

Mr. LATTA. I am sure there are records out there. When was the
last time that the MMS would have been on the rig?

Mr. HAYWARD. I am afraid I am not aware of that date. But I
imagine it was relatively shortly before the incident.

Mr. LATTA. Do you know of any citations that were issued during
the time they were on the rig?

Mr. HAYWARD. I am not aware of any citations, no.

Mr. LATTA. Let me ask this question. I know I have talked to
quite a few Members from the Gulf Coast and also from these re-
ports, and there have been many, many cases out there where they
are talking about it takes almost 5 days for a turnaround time and
once it starts—I came from local government. So the chain of com-
mand out there for local government, the State Government and
depending what is the chain is out there, but they are saying over
and over and over it takes about 5 days. A lot of times they say
they have to go talk to BP.

And I was just wondering—because knowing that time is of the
essence out there because of all of these critical matters that are
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happening, why is this, that they say they have to go ask BP and
this turnaround time takes so long?

Mr. HAYWARD. I am afraid I cannot answer that question. I don’t
know.

Mr. LATTA. Could you get that information for us?

Mr. HAYWARD. We can, yes, sir.

Mr. LATTA. I guess the next question, you will probably have the
same response. The question is: Who set the procedure up this way
that we would have a situation where it would take a 5-day turn-
around time? Do you have any knowledge of that?

Mr. HAYWARD. I am afraid I don’t know.

Mr. LATTA. After the disaster occurred, have you had direct con-
tact with the White House, and do you have a direct person at the
White House that you have been dealing with when problems arise
that you can get things turned around quickly?

Mr. HAYWARD. My primary contact through all of this has been
with Admiral Thad Allen who is the National Incident Commander.
And he and I talk on a very regular basis.

Mr. LATTA. When you say “on a very regular basis,” how often
would that be?

Mr. HAYWARD. Typically once a day, often more than once a day.

Mr. LATTA. Again, as the lady from Tennessee, we have a kind
of frustration level on getting some responses. But with that, Mr.
Chairman, I am going to yield back.

Mr. StuPAK. Thank you, Mr. Latta. Ms. DeGette for 8 minutes,
please.

Ms. DEGETTE. Thank you so much, Mr. Chairman.

Mr. Hayward, in your initial testimony, you testified that BP has
drilled hundreds of wells around the world. How many of them are
deepwater wells?

Mr. HAYWARD. I don’t know the precise number, but we drill a
lot of deepwater wells in various parts of the world.

Ms. DEGETTE. OK. You don’t know how many. Do you think that
BP wells—irrespective of where they are drilled—should be drilled
to the highest industry standards?

Mr. HAYWARD. I believe that is what we try to do.

Ms. DEGETTE. So your answer would be yes?

Mr. HAYWARD. Uh-huh.

Ms. DEGETTE. As this well was being drilled, were you informed
as CEO of the company, of the progress of the well?

Mr. HAYWARD. I was not.

Ms. DEGETTE. You were not.

Before I continue, I know you had difficulty answering some of
the technical questions members have asked you, so I know you
brought a technical expert with you, Mr. Zanghi. Would you like
us to swear him in so he can help you answer some of my technical
questions?

Mr. HAYWARD. I think that depends on the question.

Ms. DEGETTE. Let’s see how it goes. Mr. Hayward, you said that
you received the chairman’s June 14th letter to you which talked
about five decisions that compromised the safety of this well: well
design, centralizer, cement bond log, mud circulation and lockdown
sleeve.
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I want to ask you in my question about one of those issues and
that is the cement bond log. First thing I want you to do, if you
can take that notebook that is to your left, open it up. In the front
flap there is a memo which was written from Brian Morel to Rich-
ard Miller on Wednesday, April 14th. And that memo says, This
has been an nightmare well, which has everyone all over the place.

Did anybody inform you as CEO of the country—company—in
April of this year that this was a nightmare well?

Mr. HAYWARD. They did not.

Ms. DEGETTE. Did you consequently see this memo? Have you
seen this memo?

Mr. HAYWARD. I saw this memo when it was raised by your com-
mittee.

Ms. DEGETTE. And that is the first you ever heard of it?

Mr. HAYWARD. That is the first time

Ms. DEGETTE. Is that the first you ever heard it of being a night-
mare well?

Mr. HAYWARD. When I first saw this

Ms. DEGETTE. Now, let us talk for a minute about the cementing
job because all of the testimony that we have had in this committee
through our hearings, also in the Natural Resources Committee
through their hearings, indicates that the choices that BP made—
and its subcontractors—in order to save money led to blind faith
in a successful cementing job. Let me just walk through it first so
that you can understand.

First of all, BP chose a riskier well design and the chairman,
Chairman Waxman, talked about this for a moment. The best prac-
tice would have been to use a liner and a tieback which provides
four barriers to prevent the flow of dangerous hydrocarbons to the
wellhead. Instead, BP as the chairman said, chose a long-string ap-
proach which has only two barriers.

An internal document of the company warned that this approach
was not recommended because, quote, cementing simulations indi-
cate it is unlikely to be a successful cement job. And you can look
at Tab 6 of the notebook you have in front of you to see that, Mr.
Hayward. It says, Cement simulations indicate it is unlikely to be
a successful cement job due to formulation breakdown.

This is an internal BP confidential document from mid-April.
Have you seen this document before?

Mr. HAYWARD. I saw it as a consequence of the letter that——

Ms. DEGETTE. But you did not see it at the time?

Mr. HAYWARD. I did not see it at the time.

Ms. DEGETTE. But there were BP folks who saw it, correct?

Mr. HAYWARD. There were certainly BP people who saw this.

Ms. DEGETTE. So the document says there would be a potential
need to verify with the bond log and perform a remedial cement
job, but BP chose the riskier approach.

Secondly, BP chose the riskier centralizer option. Experts have
told us in testimony to this committee that the best practice would
have been to use 21 centralizers, but BP only used 6. If you take
a look at Tab 8, it says on Page 18, it says you did this even though
your cementer, Halliburton, said this would create a, quote, severe
risk that the cement job would fail. It says based on—it says that
it would be a severe risk.
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And BP’s operations drilling engineer wrote about this decision:
Who cares, it’s done, end of story; will probably be fine and get a
good cement job.

Were you aware of that document at the time, Mr. Hayward?

Mr. HAYWARD. I was not aware of any of these documents at the
time.

Ms. DEGETTE. When did you learn about that memo?

Mr. HAYWARD. That memo was, again, when I was made aware
of it by your committee.

Ms. DEGETTE. But you wouldn’t deny that BP employees and su-
pervisors were aware of that document at the time, correct?

Mr. HAYWARD. There were people in BP who were aware of that
document.

Ms. DEGETTE. Would you say it is the best business practices to
say, Who cares, it is done, end of story, will probably be fine and
we will get a good cement job?

Mr. HAYWARD. I think that is, you know, a cause for concern. I
would like to understand the context in which it was sent. And as
I have said a number of times, if there is any evidence that people
put costs ahead of safety, then I will take action.

Ms. DEGETTE. I understand. Let me finish with the cement bond.

Now, BP failed to perform the most effective test that was known
to determine whether the cement was properly sealed, and that is
the cement bond log test. There was a contractor, Schlumberger, on
board, hired to perform this test, but they were sent away 11 hours
prior to the explosion. This test was described by Halliburton’s
chief safety officer, Tim Porbert, as quote: The only test that can
really determine the actual effectiveness of the bond between the
cement sheets, the formation and the casing itself.

Now, the committee has consulted an independent expert who
said that cement bond loss should always be used. Another expert
said it is unheard of not to perform this test. He called your deci-
sion, and I am quoting, horribly negligent.

So I want to ask you a question. Do you think, as CEO of this
company, it was a mistake not to conduct the cement bond log test?

Mr. HAYWARD. That is what our investigation will determine. As
I

Ms. DEGETTE. So your answer would be, yes, it was a mistake,
correct?

Mr. HAYWARD. I am not able to answer “yes” or “no” until the
investigation is complete. When we finish

Ms. DEGETTE. Have your lawyers told you not to or what?

Mr. HAYWARD. Simply because I wasn’t involved. I am sorry.

Ms. DEGETTE. OK. But you just said you think that all the evi-
dence shows it was a mistake, correct?

Mr. HAYWARD. That is not correct. That is not what I said.

Ms. DEGETTE. OK. Do you think it was all right not to conduct
it?

Mr. HAYWARD. I think we need to complete the investigation——

Ms. DEGETTE. OK. Well——

Mr. HAYWARD [continuing]. And determine whether running a ce-
ment bond log or not would have created a major difference to what
happened here.
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Ms. DEGETTE. OK. Let me ask you this: Are you aware of the
fact that it would have cost about $128,000 and taken 9 to 12 hours
to complete the cement bond log test?

Mr. HAYWARD. I am aware of that fact, yes.

Ms. DEGETTE. Yes. OK.

OK, I yield back. Thank you, Mr. Chairman.

Mr. StuPAK. Thank you.

Mr. Doyle for questions, please.

Mr. DoYLE. Thank you, Mr. Chairman.

Mr. Hayward, in your testimony, you said that some of the best
minds and the deepest expertise are being brought to bear on the
oil spill and that it is difficult to imagine the gathering of a larger,
more technically proficient team in one place in peacetime. Now, I
know that is meant to reassure us that everything possible is being
done, but it does make me wonder who was making these key deci-
sions before the accident.

Now, one of these key decisions was which type of pipe to insert
in the well, a single tube from the top or a two-piece liner with a
tieback set-up. Now, the second design offers more barriers to unin-
tended gas flow. And, on Tuesday, the other oil companies that we
talked to told us they would have chosen that design.

Looking back, the decision that BP made appears to have had se-
rious consequences. Mr. Hayward, were you involved in that deci-
sion?

Mr. HAYWARD. I was not involved in that decision.

Mr. DOYLE. Were you aware of that decision?

Mr. HAYWARD. I was not involved or aware of any of the deci-
sions around this well as it was being drilled.

Mr. DoYLE. We asked your representatives, who are the senior
BP executives who are responsible for the Macondo well. They told
us it was Andy Inglis, the chief executive for exploration, and Doug
Suttles, the chief operating officer for exploration.

Can you tell me, was Andy Inglis involved in this decision?

Mr. HAYWARD. I am afraid I can’t answer that question. I genu-
inely don’t know. I would be very surprised.

Mr. DoYLE. What about Doug Suttles, was he involved in the de-
cision?

Mr. HAYWARD. I would also be very surprised if Mr. Suttles was
involved in any decision.

Mr. DoOYLE. So we have reviewed all of their e-mails and commu-
nications. We find no record that they knew anything about this
decision. In fact, we find no evidence that they ever received brief-
ings on the activities aboard the Deepwater Horizon before the ex-
plosion. These decisions all seem to have been delegated to much
lower-ranking officials.

Well, Mr. Hayward, then, who was the one who made the deci-
sion to use a single tube of metal from the top of the well to the
bottom? Who did make that decision?

Mr. HAYWARD. I am not sure exactly who made the decision. It
would have been a decision taken by the drilling organization in
the Gulf of Mexico. They are the technical experts that have the
technical knowledge and understanding to make decisions of that
sort.
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M;" DoYLE. But you can’t tell this committee who that person
was?

Mr. HAYWARD. I can’t, sitting here today, I am afraid.

Mr. DoOYLE. You can get this information to our committee? I
mean, I think it is pretty amazing that this is the decision that had
enormous consequences and you can’t even tell the committee who
made the decision on behalf of your company.

And the reason I am asking you these questions is because your
industry is different than many. You are not the CEO of a depart-
ment store chain where it is fine to leave decisions about running
the store to branch managers. You know, if a department store
middle manager makes a mistake, there are no life-or-death con-
sequences.

What you do is different. You are drilling far below sea level into
a region that is more like outer space than anything else. The con-
sequences of that drilling are huge. If a mistake or misjudgment
is made, workers on the rig can get killed and an environmental
catastrophe can be unleashed.

The best minds in the senior leadership of a company should be
paying close attention to those risks. But it didn’t happen here.
And now we are all paying the consequences because those of you
a}i; the top don’t seem to have a clue about what was going on on
this rig.

Now, I am sitting here thinking I could be a CEO of an oil com-
pany. I hear it pays a little bit better than being a Member of Con-
gress. Because I have watched you in front of this committee; you
are not able to give us much information on anything here.

I want to ask you one last question while I have some time. You
told us that you are doing everything possible to stop this well from
leaking, but it seems to me that what we are left with now is wait-
ing for this relief well to be drilled. And that is going to happen
sometime in August.

So, you know, today is June 17th. Now, back in 1979, the Ixtoc
I took over 9 months to cap after drilling several relief wells. And
that well was only 160 feet down into the ocean, while the Macondo
well is over 5,000 feet below the surface of the ocean.

Can you tell us today, have you abandoned any other efforts to
kill this well? Are we at the point now where BP is doing nothing
until the relief well gets down there? Or are you trying some dif-
ferent technology or some other way to kill the well, you know, be-
fore you get a relief well down there? Is there anything else on the
horizon?

Mr. HAYWARD. I am afraid there are no other options to kill this
well other than from the well at the base of the reservoir. As you
are all aware, we tried to kill the well from the top, using the Top
Kill operation, and the pressures in the well are such that it is not
possible to do that. So we have to rely on the relief wells.

In the interim, we are continuing to contain as much of the oil
we can. And that operation is currently containing 20,000 barrels
a day. By the end of this month, we will have the ability to contain
between 40,000 and 50,000 barrels a day and, by the middle of
July, between 60,000 and 80,000 barrels a day.

Mr. DovyLE. I will ask you the same question I asked other oil
executives on Tuesday. Why wouldn’t you just drill relief wells
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when you drill the main well, so that if something like this hap-
pened, instead of us waiting 2, 3 months and watching millions of
barrels of oil come into the ocean, destroying our ecosystem and
our way of life on the gulf coast, that you could kill that well in
a short period of time?

I understand the extra relief well would cost you a little bit more
money, but it seems to me, in this case, it would have saved you
billions of dollars. What are your thoughts on drilling relief wells
along with main wells?

Mr. HAYWARD. I think we will need to look at all of the options
available to us going forward with respect to deepwater explo-
ration.

Mr. DOYLE. I see my time is up, Mr. Chairman. Thank you.

Mr. StupAK. Thank you, Mr. Doyle.

Ms. Schakowsky for questions, please.

Ms. ScHAKOWSKY. Thank you, Mr. Chairman.

I wanted to focus on the mindset of BP when it comes to its
workers. You said in your opening statement that you were person-
ally devastated, you attended a memorial service for those men. “It
was a shattering moment. I want to offer my sincere condolences
to their friends and families. I can only imagine their sorrow.”

Probably not as devastated as the widows that testified before
our committee. And I asked them: What about BP, what kind of
contact have you had with BP since the incident—Iletters, phone
calls, visits? And Natalie Roshto said, “Two BP men attended
James’s services, and they never extended a hand, a hug, never ex-
tended a ‘we’re sorry,” their condolences. The only words that came
out of their mouth was where they were to be seated, and I never
saw them after that.”

I asked, “What about you, Mrs. Kemp?” “Two BP men came to
Wyatt’s services, and one extended his hand. I shook it. He told me
he was very sorry for my loss. He asked if he could hug me; he did.
The other gentleman extended his hand, told me who he was. And
they sent two plants to the service. And that is the extent of my
conversation or any dealings with BP.”

That’s it. Do you feel that you owe something more to those
Wom%n, just in terms of expressing something and some—and
more?

Mr. HAYWARD. As I said, I am devastated by the accident, abso-
lutely devastated. And I feel great sorrow for the people who have
been impacted by it.

Ms. SCHAKOWSKY. Well, they haven’t heard anything.

Mr. HAYWARD. The people who were killed in the accident were
not BP employees. They were employees of Transocean and another
contractor. And both of them made it very clear that they wanted
to deal with the families. We have provided support to both
Transocean and——

Ms. ScCHAKOWSKY. I guess I was talking about human beings

Mr. HAYWARD. And we have made it clear that we will provide
all and every need for the families, but the——

Ms. SCHAKOWSKY. OK, let me ask another question. There were
BP personnel on the rig, and we read that oil workers from the rig
were held in seclusion on the open water for up to 2 days after the
April 20 explosion while attorneys attempted to convince them to
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zign legal documents stating that they were unharmed by the inci-
ent.

The men claimed that they were forbidden from having any con-
tact with concerned loved ones during that time and were told that
they would not be able to go home until they signed the documents
they were presented with. After being awake for 50 harrowing
hours, Stephen Davis caved in and signed the papers. He said most
of the others did, as well.

Do you think this is an appropriate way to treat people that ex-
perience that? And since you are executives, you had people on the
rig, what was their feeling about that, what is your feeling about
that?

Mr. HAYWARD. I think it is inappropriate, and it was nothing to
do with BP.

Ms. SCHAKOWSKY. I see. And BP had no comment on it and had
no opportunity—I mean, did the company know about it? Was
there any

Mr. HAYWARD. I don’t believe we were aware it was taking place,
but it was certainly nothing to do with BP.

Ms. ScHAKOWSKY. OK. Well, I did mention during my opening
statement this document that basically says, “Such voluntary effort
shall be at my own risk,” that people were made to sign. And there
were two court appearances that were needed to finally get BP to
take responsibility.

But what I understand is that BP continued to fail to provide
adequate protective gear to the fishermen. And on May 16th,
OSHA issued a detailed directive on the training requirement for
specific tasks to responders and stated that OSHA had officials
monitoring the training and observing the cleanup.

But, according to testimony we heard in Louisiana, still, BP
failed to provide respirators to the workers exposed to the crude oil,
and the workers experienced health impacts. The workers were
afraid to speak up due to the potential to lose their jobs. Those
fishermen who attempted to wear respirators while working were
threatened to be fired by BP due to the workers using the res-
pirators.

Do you know anything about that?

Mr. HAYWARD. I am not aware of that. What we clearly are en-
deavoring to do is to ensure that anyone involved in the response
is apgropriately provided with whatever safety equipment is re-
quired.

Ms. SCHAKOWSKY. Endeavoring to provide?

Mr. HAYWARD. Well, we

Ms. SCHAKOWSKY. Are the workers currently provided with what
they need?

Mr. HAYWARD. Absolutely. In every case, we are trying to make
certain that people do not put

Ms. SCHAKOWSKY. You are trying to make certain, but is all the
equipment there and are all these workers protected?

Mr. HAYWARD. To my knowledge, yes.

Ms. SCHAKOWSKY. Thank you.

I yield back.

Mr. StupAK. Thank you.

We will next turn to Mr. Ross for questions, please.
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Mr. Ross. Thank you, Mr. Chairman.

And, Mr. Hayward, since my opening statement, up to 416,666
gallons of oil have leaked into the gulf. That was about 4 hours
ago.

In our opening statement 4 hours ago, I asked you to be open
with us and honest with us in your responses. And, instead, it
seems as though we are getting statements memorized by you and
provided by your legal counsel.

I don’t know if BP quite understands how angry the American
people and the world is at them. I can tell you it is rare that you
see Democrats and Republicans on this panel agreeing with one an-
other, and yet it has been pretty consistent today, with a few major
exceptions, the level of discontent and anger and frustration at BP.

I also watch this on the news, and it seems to me that BP has
not been honest with the American people, it has not been honest
with our government, and it seems as though you are trying to
hide something.

Sir, it is hard to hide 2.5 million gallons of oil a day pouring into
the gulf. We want answers. We want you to be honest and open
with us. And we want to finally see the kind of transparency that
you have been talking about.

I have a few questions for you.

BP is currently in the process of drilling two relief wells to stop
the flow of oil that may or may not work, which you have said will
be finished by August.

After these relief wells are finished and the leak has been
stopped, what does BP plan to do with these wells? Do you plan
to put these wells into production to make a profit off of them, or
do you plan to shut them down after the situation has been re-
solved?

Mr. HAYWARD. They will be shut down after the situation has
been resolved. The first relief well, we will pump mud down the re-
lief well to kill the well, to kill the current well that is flowing, and
then cement it up.

Mr. Ross. A recent article in the New York Times reported that
the cleanup effort thus far has created over 250 tons of solid waste
and 175,000 gallons of liquid waste that are now being carted away
from the gulf coast and shipped off to landfills.

BP executives have stated that had this waste, which is admit-
tedly hazardous and destructive to our ocean environment, is per-
fectly safe to dump in our Nation’s landfills. You have polluted our
coast and our air with this tragic spill, and now you are shipping
the waste you collect and dumping it near our homes and our
water sources.

I want to know where this waste is going. And are you shipping
it throughout the country? How can we be sure it has been treated
and is safe?

Mr. HAYWARD. I don’t know the details of that, but I can assure
you that we will do the right thing to ensure that it is treated in
the proper and appropriate way.

Mr. Ross. Can you provide me and this committee with a re-
sponse?

Mr. HAYWARD. We certainly can.
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Mr. Ross. Let me try this, in the time I have left. This has been
asked several times, and I don’t think we have gotten an answer
yet.

We all know about the e-mails from BP employees expressing
their concerns about the casing procedures, including an April 15th
e-mail from your drilling engineer, Brian Morel, who described the
well as, quote, “a nightmare well.”

How much were the drilling engineers consulted in the decision
to use the single string casing? Was this a bottom-up decision in
which the people actually connected to drilling the operation had
some influence, or did it come from the top down?

Mr. HAYWARD. As I understand it from the discussion with our
investigation team and from the review of the documents, there
was a discussion taking place amongst the drilling engineering
team responsible for this well. And that is how the decision and the
judgments were taken.

Mr. Ross. So would you call that a bottom-up decision or a top-
down decision?

Mr. HAYWARD. I would say it was a decision taken by the right
experts with the right technical knowledge to make the decision.

Mr. Ross. In your testimony, you note that you are currently
drilling two relief wells which will ultimately stem the flow of oil.

In previous testimony from BP and Transocean, we have heard
that there are numerous redundancies built into all of your equip-
ment and in all of your personnel procedures to ensure that your
company does the very best it can to ensure that tragedies like the
one we have seen unfold over the past 59 days don’t occur.

My question is this: Do you view these relief wells as an on-off
switch? When these wells are complete, are they going to stop the
flow of oil into our ocean? If so, why didn’t you predrill emergency
relief wells prior to this whole mess? It has been asked before; we
are still waiting for a good answer.

Did you do cost-benefit analysis and determine that it was cheap-
er to drill one well, spend years rolling in profits from the oil you
managed to capture, and then potentially pay a massive sum to
clean up an inevitable tragedy? Which was it, sir?

Mr. HAYWARD. We believed that the blowout preventer was the
ultimate fail-safe mechanism. That clearly was not the case in this
instance.

It failed on three separate indications: It failed when it was acti-
vated on the drilling rig at the time of the incident. It failed to op-
erate when the drilling rig separated from the blowout preventer,
as it should have done. And it failed to activate when we had sub-
mersible robots at the blowout preventer within 24 hours of the in-
cident.

That was the fail-safe mechanism.

Mr. Ross. Mr. Chairman, I see I am out of time.

Mr. STUPAK. Thank you, Mr. Ross.

Mrs. Christensen for questions.

Mrs. CHRISTENSEN. Thank you, Mr. Chairman.

Mr. Hayward, you have pledged $20 billion for a trust fund,
which I see is a commitment to meet BP’s obligation—and not a
slush fund, just for the record.
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My question is, are health payments such as for any illnesses
that residents or workers may develop as a result of the spill cov-
ered in your statement to cover all legitimate claims? And what
about Federal and local government outlays of health and other
personnel, are they covered under that?

Mr. HAYWARD. Claims of that sort are covered under the fund.

Mrs. CHRISTENSEN. Thank you.

Several individuals and organizations have called for more peo-
ple and more expertise to assist in fighting what is increasingly
being called a war. General Honore calls it World War III and calls
for it to be fought as such.

What is not part of the effort that needs to be? What is missing?
And do you feel that you need more hands, more people to effec-
tively fight this so-called war and prevent the oil from creating any
more damage?

Mr. HAYWARD. We have been fighting a battle on three fronts
since the very beginning: to eliminate the leak, to contain the oil
on the surface, and to defend the shore.

And it is now the task now of the incident commander, the na-
tional incident commander, Thad Allen, to determine what further
resources are required. It is a conversation that he and I have on
a regular basis, to try and ensure that we have the right resources
in the right place at the right time to deal with the incident.

Mrs. CHRISTENSEN. So, as of your last conversation with Admiral
Allen, the sense was that you had all that you needed and all of
the people that you needed?

Mr. HAYWARD. We are continuing to work the issue of defending
the shore, to try and mitigate to the maximum extent possible the
amount of oil that comes onshore. That is where we can still do
more to defend the beaches.

Mrs. CHRISTENSEN. OK. Thank you for your answer.

You state in your testimony that the events of 4/20 were not fore-
seen by you. But in light of the several areas of concern that have
been raised, shouldn’t someone have foreseen and been able to pre-
vent the explosion?

For example, I understand that there is supposed to be a policy
where any one person on a rig can shut it down if they perceive
a problem. Is this a real policy that is enforced and reinforced in
training, or is it something just on paper? Because that didn’t seem
to happen in this instance, even though some Transocean, some
Halliburton, and even BP employees reportedly had serious con-
cerns.

Mr. HAYWARD. It is a policy that is real. And if anyone at any
time believes that what they are doing is unsafe, they have both
the right and the obligation to stop the task.

Mrs. CHRISTENSEN. And are you surprised that no one, given
what we are hearing—and I know the investigation is not com-
plete—that no one made that decision to shut the rig down?

Mr. HAYWARD. I think, in the light of what we now know, it is
of course surprising that someone didn’t say that they were con-
cerned. And I think that is to the heart of the investigation, to un-
derstand exactly what the events were and why there was not a
different decision taken with respect to the event, particularly in
the last 5 or 6 hours on the day of the incident.
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Mrs. CHRISTENSEN. There was a company that was supposed to
do the—I think it was Schlumberger, that was on the rig at the
time and left. Now, when we were in New Orleans, we were told
in the hearing that they left because of concern for safety, but
other reports said that they left because they were told they
weren’t needed. What is, in your analysis, the correct reason?

Mr. HAYWARD. I believe it is clear that they left the rig because
they had completed the task, or the task that they had anticipated
to do was not required.

Mrs. CHRISTENSEN. OK. So, as far as you know, it was not that
they felt unsafe, as we were told in New Orleans?

Mr. HAYWARD. It was nothing to do, I don’t believe on the basis
of anything that I have seen, that it was anything to do with safe-
ty.

Mrs. CHRISTENSEN. OK. My last question: In your testimony, you
say, and I am quoting, “BP is a responsible party under the Oil
Pollution Act,” and you distinguish that terminology from any im-
plication of legal liability, which is still being investigated.

When you say “a,” do you think that you are the sole responsible
party? Or might there be others? And, if so, who?

Mr. HAYWARD. The government has named four responsible par-
ties. They are BP, Transocean, Mitsui, and Anadarko. They have
all been named as responsible parties in this incident.

Mrs. CHRISTENSEN. The last two were?

Mr. HAYWARD. Mitsui, Anadarko, Transocean, and BP.

Mrs. CHRISTENSEN. Thank you.

Thank you, Mr. Chairman. My time is up.

Mr. StuPAK. Thank you, Mrs. Christensen.

Next for questions would be Mr. Welch. He is not here.

Next would be Mr. Green for questions, please.

Mr. GREEN. Thank you, Mr. Chairman.

Mr. Hayward, the day before yesterday, Mr. Tillerson from
ExxonMobil testified Tuesday that, in the aftermath of the Exxon
Valdez accident, ExxonMobil launched a full-scale, top-to-bottom
review of their operations and implementing far-reaching actions
that today guide every operation decision they make on a daily
basis.

Have there been any specific reforms that BP has implemented
following the Alaska pipeline accident and the Texas City refinery
disaster?

Mr. HAYWARD. We have implemented major, major change fol-
lowing the incidents in 2006 and 2007. We have implemented
changes to our people, in terms of the skills and capabilities we
have. We have implemented changes to the training that they get
and the expertise that they develop. And we have implemented sig-
nificant changes to all of our operating practices, including the im-
plementation of an operating management system that covers all
of the company’s operations. It has been a root-and-branch review,
from top to bottom.

Mr. GREEN. I guess my concern is, having followed both the Alas-
kan pipeline and the Texas City refinery disaster, those reforms
haven’t worked.
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What will be done differently this time? In the last almost 60
days, has there been some discussion on why the reforms from the
Texas City and the pipeline, the Alaska pipeline, hasn’t worked?

And, again, you know the information our committee has. You re-
ceived a letter 2 days ago on some of the decisions that were made
literally on the rig by BP’s representatives.

What, going forward from here, will we know 5 years from now
that we won’t have to repeat what we are doing this time?

Mr. HAYWARD. That is why I am so determined to get to the bot-
tom of this incident, such that we can learn from it and make
changes to ensure that it doesn’t happen again.

Mr. GREEN. What has happened with your drilling procedures
internationally? I know there are different standards for different
companies. Our committee heard testimony from the executive a
few days ago that, typically, Norway and the Scandinavian coun-
tries have the toughest offshore drilling. I know BP is active in
Norway.

Is there a significant difference on what you do in the Gulf of
Mexico as compared to what you do off the coast of Norway or even
off the coast at Edinburgh or off the coast of Great Britain?

Mr. HAYWARD. We approach with the same standards globally.
And the truth is that the rules and regulations, as I understand
it, in the Gulf of Mexico are higher than they are, for example, in
the North Sea and the U.K. Sector, in terms of the requirements.

So we will continue to learn from this incident and make changes
to ensure that it cannot happen again. And it will be global.

Mr. GREEN. OK.

Thank you, Mr. Chairman.

Mr. StUuPAK. Thank you, Mr. Green. Do you yield back?

Mr. GREEN. Yes.

Mr. STUPAK. Mr. Green yields back.

I next turn to Mr. Barton, ranking member, for questions, please.

Mr. BARTON. I thank you, Chairman Stupak. I appreciate the op-
portunity to ask some questions.

Mr. Hayward, yesterday when we had a hearing in a different
subcommittee of this full committee, we had four CEOs of other oil
companies. I think to a person—and I could be wrong about this—
but I think they all indicated that they either would not have
drilled this well or at least would not have drilled it the way BP
drilled it.

What is your response to that?

Mr. HAYWARD. I want to understand exactly what happened
through our investigation, to compare it with other practices, to de-
termine what is the truth. And I can’t comment today on that.

Mr. BARTON. All right.

I have had off-camera discussions with a number of experts in
the drilling processes for the deep Gulf of Mexico, and they all say
that BP has a different culture. For example, in most of the other
companies that operate in the deep gulf, there are a number of in-
dividuals on site that have what is called stop-order authority. In
other words, if they see something that is going on that com-
promises safety or integrity, they have the ability to stop produc-
tion. But I am told that BP doesn’t give that authority, that it is
further up the chain of command.
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Is that correct? And, if so, is that something that BP may con-
sider changing, given what has happened?

Mr. HAYWARD. On a drilling operation such as this, anyone can
stop it—the BP man, the Transocean driller, the Transocean tool
pusher, the OIM, or the BP on-site leader. It requires everyone to
agree to continue, and if there is one person who does not agree,
then they do not. Anyone.

Mr. BARTON. So when I am told that the BP culture in terms of
this authority is different, I have been told incorrectly?

Mr. HAYWARD. I believe that is so, Congressman.

Mr. BArTON. OK.

In terms of the two relief drills that are currently being drilled,
are they being drilled using the same procedures as this well, or
are they being drilled differently? In other words, some of the
things that weren’t used on this well—the double casing, things of
this sort—are those relief wells going to use these enhanced safety
procedures?

Mr. HAYWARD. There are clearly some areas of concern, as we
have identified in our investigation—cement casing. And the relief
wells are being drilled with all of those issues absolutely foremost
in the procedure.

Now, clearly, the relief wells are rather different because of what
they have to do. But all of the things that we have learnt, to date,
from our investigation have absolutely been incorporated into the
activity that is taking place with respect to the relief wells.

Mr. BArTON. OK.

Have you either read or been at least given a summary of the
letter that Chairman Waxman and Chairman Stupak sent earlier
in the week that lists the five or six outstanding—or what they
consider, what the staffs consider to be the anomalies in this well
and the safety concerns? Are you familiar with that letter?

Mr. HAYWARD. I am familiar with that letter.

Mr. BARTON. OK. Do you agree in general with the concerns that
are raised there about the lack of, for lack of a better term, a safety
collar being employed, the number of devices that could have
stopped the oil and gas venting and escaping up the well? Some-
body recommended, I think, 21 or 22, and BP made a decision to
only use six.

Now that you know what has happened, do you share some of
the concerns that that letter raises?

Mr. HAYWARD. I think I share the concern about the number of
contributing factors that may have—that have created this inci-
dent. They are focused on the cement, on the casing, on the integ-
rity test, on the well control procedures, and on the complete fail-
ure of the blowout preventer.

And they are all areas that I believe we really need to under-
stand fully before we draw conclusions about how this accident oc-
curred.

Mr. BARTON. My final question is, based on what you now know,
do you agree with the general conclusion expressed yesterday that
this was a preventable accident?

Mr. HAYWARD. I believe that all accidents are preventable, abso-
lutely.

Mr. BArTON. OK.
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Finally, Mr. Chairman, if I may take a small point of personal
privilege, I want the record to be absolutely clear that I think BP
is responsible for this accident, should be held responsible, and
should in every way do everything possible to make good on the
consequences that have resulted from this accident.

And if anything I said this morning has been misconstrued in op-
posite effect, I want to apologize for that misconstruction.

With that, Mr. Chairman, I yield back.

Mr. STUPAK. Thank you, Mr. Barton.

Ms. Sutton for questions.

Ms. SurTON. Thank you, Mr. Chairman.

Mr. Hayward, this testimony has been fascinating.

We have heard a lot about your desire to come in and improve
the safety of operations everywhere in the world, something to that
effect. And you listed another top priority: to conduct BP’s business
in a way that is in tune with the world without damaging the envi-
ronment.

Would you agree that BP did not meet those goals on the Deep-
water Horizon rig?

Mr. HAYWARD. I think it is clear that I regret, BP regrets what
has happened here deeply.

Ms. SUTTON. So, obviously, BP did not meet those goals on the
Deepwater Horizon rig. But, Mr. Hayward, the concern beyond that
is there seems to be little evidence about how hard BP tried to
meet that goal.

The committee’s investigation of the Deepwater Horizon disaster
identified five key decisions—we have talked about it over and over
again in this hearing—made by BP officials in the days before the
explosion. Those decisions had two common denominators: They
saved time and cut costs, and they each increased risk.

Now, I have heard you say over and over again in the course of
today’s hearings that there is nothing that I have seen in evidence
so far that BP put costs ahead of safety. And I have to tell you how
detached that seems. Because we have also talked about some of
the documents that the committee has unearthed, and document
after document that indicated that BP officials in charge of the
Deepwater Horizon were focused on saving time and money—for
example, the document that says that the well design was chosen
because it would save $7 million to $10 million.

You are familiar with that document, correct?

Mr. HAYWARD. I am familiar with that document.

Ms. SurTON. OK. And another one says that the reason for not
using sufficient centralizers is because it would take 10 hours to
install them. You are familiar with that document?

Mr. HAYWARD. Yes, I am familiar with that document.

Ms. SurToN. OK. And you indicated that you weren’t familiar
with any of this happening before the explosion; you only learned
about it afterwards, right, as the CEO of this company?

Mr. HAYWARD. I wasn’t familiar with any of the decisions or any
of the documents surrounding this well prior or during the drilling
of the well.

Ms. SurtoN. OK. And what is fascinating also is that, when you
were asked about how these decisions are made within the struc-
ture of your organization, you referenced this from a perspective of,
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“As I understand it from our investigation, this is how these deci-
sions are made.” But you are the leader of the company. You
couldn’t even tell us if they were top-down or bottom-up decisions.
You were just referencing them based on an after-the-fact inves-
tigation.

So when we talk about these documents, the documents I just
referenced—the one that says the well design was chosen because
it would save $7 million to glO million and the other one that says
that the reason for not using sufficient centralizers is because it
would take 10 hours to install them—none of these documents
makes a decision to ensure a safe environment on the rig or protect
the environment from a catastrophic oil spill.

Would you say that that is true, that that doesn’t indicate a deci-
sion being made based on ensuring a safe environment or pro-
tecting the environment?

Mr. HAYWARD. I don’t think it is possible to say that, based on
the documents, out of context.

Ms. SUTTON. And, see, that is why I think there is a real detach-
ment here, a real disconnect, as we have heard that word used ear-
lier today. It seems to me there was a disconnect prior to the explo-
sion, and there remains a disconnect when viewing evidence that
is very clear and being presented.

This was a tragic failure. You have talked about your commit-
ment to safety and the environment, but when push came to shove
on the Deepwater Horizon, the company’s concern seemed to be the
bottom line.

And I guess this is my question to you, Mr. Hayward: Who was
responsible for the failures on the Deepwater Horizon and the ter-
rible set of decisions that led to the tragedy in the gulf?

Mr. HAYWARD. That is what our investigation will determine,
and that is what it is going to do. And if there is, at any point, evi-
dence to suggest that people put costs ahead of safety, then I will
take action.

Ms. SUTTON. So, evidence like those documents?

Mr. HAYWARD. The evidence from the totality of the investiga-
tion.

Ms. SuTTON. OK.

Mr. Hayward, as the leader of the company, don’t you have to
accept the responsibility?

You talked about the importance of safety and the environment,
but you presided over a corporate culture where safety and risks
and risks to the environment were ignored in order to save a few
days and a few dollars in drilling costs.

If you are the leader of the company, don’t you have to take re-
sponsibility?

Mr. HAYWARD. I am absolutely responsible for the safety and re-
liable operations in BP. That is what I have said all along.

Ms. SuTTON. Thank you, Mr. Chairman. I yield back.

Mr. StupAK. Thank you, Ms. Sutton.

Mr. Welch for questions, please.

Mr. WELCH. Thank you, Mr. Chairman.

Mr. Hayward, is it true that, in 2005, the Texas City operation
owned by BP blew up, resulting in the loss of lives of 15 workers?

Mr. HAYWARD. That is true.
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Mr. WELCH. And is it true that, in 2006, a BP oil pipeline in
Alaska ruptured and spilled 200,000 gallons of crude o0il?

Mr. HAYWARD. That is true.

Mr. WELCH. And is it true that, in 2007, when you took over as
CEO of BP, the corporation settled a series of criminal, not civil,
criminal charges and agreed to pay $370 million in fines?

Mr. HAYWARD. That 1s correct.

Mr. WELCH. And is it also true that, in 1 year, the Occupational
Safety and Health Administration, OSHA, found more than 700
violations at BP’s Texas City refinery and fined BP what was then
a record fine of $87.4 million? Is that true?

Mr. HAYWARD. That is correct.

Mr. WELCH. And is it true that, earlier this year, a BP refinery
in Toledo, Ohio, was fined $3 million for willful—and I emphasize
the term in the finding, “willful”—safety violations, including the
Else %f valves similar to those that contributed to the Texas City

ast?

Mr. HAYWARD. That is correct.

Mr. WELCH. And is it true, as well, that the U.S. Chemical Safety
Board, which did investigation into the Texas City refinery, was
headed, with the active participation of former Secretary of State
James Baker—are you familiar with that report?

Mr. HAYWARD. I am very familiar with that report.

Mr. WELCH. And in that report—which you, I take it, regard as
credible?

Mr. HAYWARD. I believe it is very credible, and it is the basis on
which we moved forward in 2007.

Mr. WELCH. And that report, and I quote, found that “BP man-
agement allowed operators and supervisors to alter, to edit, to add,
and to remove procedural steps at the Texas City refinery without
assessing risk.”

And the Baker panel examined all of BP’s U.S. refineries and
found “a toleration of serious deviations from safe operating prac-
tices.”

Is that an accurate statement of the findings of Mr. Baker’s re-
port?

Mr. HAYWARD. It is an accurate finding. And based on the find-
ings of that report and the instances of 2005 and 2006——

Mr. WELCH. And in the case

Mr. HAYWARD. —we implemented a systematic change in how we
manage safety and a systematic change in the culture of BP.

Mr. WELCH. Well, let me ask you——

Mr. HAYWARD. That is something we have done consistently over
the last 3 years.

Mr. WELCH. Well, did that systematic change that you say you
implemented as a result of the Baker report account for the reason
that, at Deepwater Horizon, when faced with the choice of a cheap-
er and quicker casing design or a safer design, BP chose the cheap-
er and quicker casing design? Did you do that on the basis of the
recommendations of the Baker report?

Mr. HAYWARD. As I have said, we need to wait for the results of
the investigation to conclude. If there is any evidence whatsoever
that people put costs ahead of safety in this incident, then we will
take action.
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Mr. WELCH. Well, I am not going to ask you what their reason
was. What I am going to ask you—and, in fact, it is not in dispute,
that the choice was made to use a cheaper and quicker casing de-
sign rather than a more expensive design.

And I will ask you again: There were fewer casing centralizers
than some folks were recommending. Is that—I will leave out moti-
vation, but there was a choice of more casing centralizers or fewer
casing centralizers. More cost more; fewer cost less. Which choice
did BP make at Deepwater Horizon?

Mr. HAYWARD. The decision taken by the engineering team at the
time, which was a technical judgment, was to use fewer
centralizers rather than more. It is not always true that more is
better.

Mr. WELCH. And BP chose at Deepwater Horizon not to circulate
drilling mud that would have cleaned out the well. It chose a light-
er saltwater base for the cementing procedure. Is that correct?

Mr. HAYWARD. The procedure to displace the mud was a proce-
dure that is not uncommon in the industry. It was a procedure that
was approved by the MMS prior to implementing it.

Mr. WELCH. Are you saying you made the right choice in this
case?

Mr. HAYWARD. I am not able to make a judgment as to whether
the right choices were made.

Mr. WELCH. Well, you are the CEO.

Mr. HAYWARD. But I am not, with respect, Congressman, a drill-
ing engineer or a technically qualified engineer in these matters.

Mr. WELCH. But you are in charge of them.

Mr. HAYWARD. That doesn’t mean to say I am an expert.

Mr. WELCH. Well, I mean, you know, one of the frustrations that
I think folks have is, who is in charge? And there was a Baker re-
port that said there was a systematic choice being made consist-
ently by BP that led to the loss of life, that led to pollution, that
could be attributed to a decision based on saving money, increasing
profits, at the expense of safety and, as it turns out, unfortunately,
human lives.

You know, I am going to get back to what I asked you earlier.
I think all of us live in a world where we would prefer to have
fewer regulations rather than more. We would like to rely on trust
and faith and our word, rather than regulations and checking over
your shoulder and all those things that I think both sides find an-
noying.

But I am going to ask you the question: Does a CEO who has
presided over a company that has incurred over $370 million in
fines, whose company was subject to this report by Mr. Baker, indi-
cating a choice at the expense of safety, does that person who has
presided over almost $100 billion in loss of shareholder value, in
the suspension of a $10 billion annual dividend, who has lost the
confidence of shareholders and regulators and, most importantly,
the families and citizens of the gulf, does that person enjoy the con-
fidence necessary to continue acting as CEO? Or is it time for that
CEO to resign?

Mr. HAYWARD. I am focused on the response. I am focused on try-
ing to eliminate the leak, trying to contain the oil on the surface
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and defend the beaches and to clean up the spill and to restore the
lives of the people on the gulf coast. That is what I intend to do.

Mr. WELCH. OK. I yield back, Mr. Chairman.

Mr. StupAK. That concludes questions by members of the sub-
committee. As I indicated earlier, members of the full committee
will have an opportunity to ask questions if they so choose. So we
will alternate, and, as I indicated earlier, it will be based upon
committee seniority.

So, Mr. Stearns, you would be next, first on the Republican side,
for questions for 5 minutes, please.

Mr. STEARNS. Thank you, Mr. Stupak, and thank you for allow-
ing me to ask these questions.

Mr. Hayward, I have watched this hearing, and time and time
again you have indicated this—you have responded with this state-
ment: “I can’t give you a legitimate answer to that question.” You
have said it over and over again. They have asked you for details;
you didn’t know.

Did you bring anybody with you who has the detailed informa-
tion that could help you answer a lot of these questions? Is there
anybody else who can help?

Mr. HAYWARD. I have a technical expert with me.

Mr. STEARNS. Because I don’t see you go back to that technical
expert, and you just continue to say, “I just can’t answer that ques-
tion.”

So my question for you today: Is today Thursday, yes or no?

Mr. HAYWARD. It is Thursday.

Mr. STEARNS. OK.

Next question. The people of Florida, when I talk to them and
they say there is oil spilling on the coast, would it be appropriate
to say that is because of BP’s reckless behavior, yes or no?

Mr. HAYWARD. It is a consequence of a big accident.

Mr. STEARNS. No, yes or no? Reckless behavior or not?

Mr. HAYWARD. There is no evidence of reckless behavior.

Mr. STEARNS. So you are standing here, you are saying here
today that BP had no reckless behavior. That is your position, yes?

Mr. HAYWARD. There is no evidence of reckless behavior.

Mr. STEARNS. No. Yes or no? You are saying BP has had no reck-
less behavior, is what you are saying to us.

Mr. HAYWARD. I have seen no evidence of reckless behavior.

Mr. STEARNS. OK. So you are on record saying there has been
no reckless behavior.

We had a hearing. Mr. McKay was here. We had the CEOs of
Exxon, Chevron, ConocoPhillips, and Shell. We asked them the
question, knowing what we know today about the inconsistent well
pressure test readings, would you have proceeded with with-
drawing the drilling fluid from the well? Every one of them said
no.
Then the next question was asked to them about safety meas-
ures. Are there safety measures that your company could have
taken to prevent this incident? Every one of them said yes.

So you are here this morning saying your company had no reck-
less behavior, yet all your peers, the CEOs of Exxon, Chevron,
ConocoPhillips, and Shell, all pointed out your reckless behavior.
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Later on, Halliburton warned your company that the well could
have a severe gas flow problem. Were you aware of Halliburton’s
warning, yes or no?

Mr. HAYWARD. I was not involved in any of the decisions around
this time.

Mr. STEARNS. No, I don’t want to hear that. I mean, this is the
same thing you have been saying all day. What I want to know is,
you, in your position—has anyone on your staff briefed you about
Halliburton warning your company, we could have a severe gas
flow problem? Were you ever notified or briefed on this? Yes or no?

Mr. HAYWARD. No, prior to the incident.

Mr. STEARNS. So you are up at this top echelon and you didn’t
hear—did you hear about the e-mails that occurred?

Later that day, a BP official involved in the decision, who recog-
nized the risks of proceeding with insufficient centralizers, threw
caution to the wind in an e-mail just 4 days—4 days—before the
disaster, stating, “Who cares, it’s done, end of story, will probably
be fine.” Did you know about that e-mail?

Mr. HAYWARD. I had no prior knowledge of this well prior to the
incident whatsoever.

Mr. STEARNS. In light of what your four peers have said, dealing
with safety, dealing with the precautions with the pressure test
reading, and dealing with Halliburton, don’t you think there is
reckless behavior indication? If what I told you is true, do you
think BP has reckless behavior?

Mr. HAYWARD. I believe all accidents are preventable. The inves-
tigation will determine how this accident has occurred

Mr. STEARNS. OK. So you are saying, right now, based upon all
the information I gave you, you do not think BP had any reckless
behaY?ior. That is your position this afternoon. Is that correct, yes
or no?

Mr. HAYWARD. That is—I have seen no——

Mr. STEARNS. I want you to say that you don’t think BP has
reckless behavior.

Mr. HAYWARD. I have seen no evidence of reckless behavior.

Mr. STEARNS. OK. All right.

Now, let’s say you were on a ship and you ran into New Orleans
and you spewed all this oil and you killed 11 people. Do you think
the captain of that ship should be fired?

Has anyone in BP been fired because of this incident? Anybody?
Yes or no?

Mr. HAYWARD. No, so far.

Mr. STEARNS. No people have been fired.

So, you are captain of the ship, runs into New Orleans, spews all
this oil. There is all this damage from Alabama to Mississippi,
Florida, Louisiana. And no one has been fired?

Mr. HAYWARD. Our investigation is ongoing.

Mr. STEARNS. So let’s say the investigation goes for 3 years. Does
that mean you wouldn’t fire anybody?

Mr. HAYWARD. As the investigation draws conclusions, we will
take the necessary action.

Mr. STEARNS. OK. So, in light of all the environmental damage,
the human damage, and just the information from your peers say-
ing that you were indeed reckless, and these e-mails I have told
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you, you still are going to stonewall us this morning, this after-
noon. And you are saying basically, we did nothing wrong and we
are going to wait until the evidence to prove whether we did wrong
or right; is that correct?

Mr. HAYWARD. I believe we should await for the conclusions of
the various investigations before we make decisions based on those
conclusions.

Mr. STEARNS. Well, Mr. Chairman, he did answer that today is
Thursday.

Mr. BRALEY [presiding]. The chair now recognizes the gentleman
from New York, Mr. Engel, for 5 minutes.

Mr. ENGEL. Thank you very much, Mr. Chairman.

Mr. Hayward, I am going to attempt to ask some of the questions
that my other colleagues have asked but really haven’t been an-
swered.

Now, on Tuesday, we had the leaders of ExxonMobil, Chevron,
Shell, and ConocoPhillips. They all insisted at the hearing on Tues-
day that they would not have made the mistakes that led to the
well explosion.

Are they lying to us, or are you lying to us by telling us that you
don’t know who is responsible and don’t know whether or not BP
did something wrong? They are all saying BP did something wrong.

Mr. HAYWARD. I believe we need to await the results of the mul-
tiple investigations before we draw conclusions.

Mr. ENGEL. Well, it is

Mr. HAYWARD. I want to get to the bottom of this more than any-
one. I want to learn the lessons, and I want to ensure that we can
learn the lessons and that the industry can learn the lessons.

Mr. ENGEL. Well, I don’t understand. It is 61 days, it is 2
months. I mean, what kind of an investigation are you going to
conduct? Why, in 2 months, with all this oil spilling into the gulf,
do we not have at least a preliminary investigation?

Mr. HAYWARD. We are conducting a full and comprehensive in-
vestigation. It involves a team of more than 50 people. We have
shared the results of that investigation, as they become available,
with this committee. And we will continue to do that.

Mr. ENGEL. Well, Mr. Hayward, perhaps your lawyers have told
you to be really cautious, but it is really an insult for you to come
to this committee and keep repeating the same thing, evade ques-
tions, evade answers, and just repeat again and again that you
were not responsible and that we have to wait for an investigation.

Why didn’t you come testify to this committee after the investiga-
tion if you are not prepared to tell us anything of knowledge now?

Mr. HAYWARD. With respect, Congressman, I wasn’t party to any
of the decisionmaking around this well in the time it was being
drilled. And, therefore, I am not in a position to make a judgment
about whether the decisions taken were the right ones or the
wrong ones.

Mr. ENGEL. Well, but we have all made a judgment because it
is 60 days and oil is spilling into the gulf. So, obviously, decisions
were made that were wrong.

Can’t you just admit that? Can’t you just say, “I am sorry”? Can’t
you just admit that decisions were made that were wrong, instead
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of sitting there and telling us you don’t know and you have to wait
for an investigation?

Mr. HAYWARD. I am very, very sorry that this accident occurred,
very sorry. I deeply regret it. I deeply regret it for very many rea-
sons. And I do believe that it is right to investigate it fully and
draw the right conclusions.

Mr. ENGEL. What needs to be investigated? What needs to be in-
vestigated that has not been investigated up till now? And how
long will it take you?

Mr. HAYWARD. I can’t answer how long it will take because we
want to make certain it is complete. But there are clearly

Mr. ENGEL. Well

Mr. HAYWARD [continuing]. Many investigations—excuse me,
sorry. There are many investigations ongoing. There is our inves-
tigation, there is a Marine Board investigation, and a Presidential
commission. And they will undoubtedly draw important conclusions
for all of them.

Mr. ENGEL. But you are the CEO. Shouldn’t you not set the tone
for the investigation? Shouldn’t you not say, “I demand that within
a month we are going to know what happened”?

I mean, you are really insulting our intelligence, with all due re-
spect, by not giving us any answers and telling us that you have
to wait for some investigation. I think the rest of the world isn’t
blind. We know what has happened, and we know that BP obvi-
O}lllsly didn’t do what it was supposed to do. Only you don’t know
that.

Mr. HAYWARD. I believe I have set the right tone. We launched
the investigation within 24 hours. We have made it open and
transparent. And we are sharing with everyone the results as they
come out.

Mr. ENGEL. Well, let me ask you this: How many other wells has
BP in the gulf?

Mr. HAYWARD. I don’t know the precise number, but it is a large
number.

Mr. ENGEL. Give me a ballpark figure.

Mr. HAYWARD. In the area of hundreds.

Mr. ENGEL. OK. How can we be assured that the same thing
won’t happen with one of the other wells? How can you give us as-
surances that what happened with this well won’t happen again to
several hundred wells?

Mr. HAYWARD. The other wells that I am referring to have all
been drilled and completed and are secure.

Mr. ENGEL. So you are saying, then, all the other wells that BP
has, that something that happened to this well could never happen
again in any of those other wells?

Mr. HAYWARD. All of the other wells that I am referring to are
wells that have been completed and are secure.

Mr. ENGEL. So is that the same assurance that you had said that
you were going to, with a laser, make safety a priority? Is this the
same kind of assurance that you are giving us now?

Mr. HAYWARD. I have, throughout my tenure, been very explicit
about the priority of safety in BP. It is the first word I utter every
time I talk to any group of people in BP, the fact that safe and reli-
able operations is our number-one priority.
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And we have made very significant changes to our processes, to
our people, and invested very significantly into the integrity of our
plants and equipment over the last 3 or 4 years.

Mr. ENGEL. Mr. Hayward, let me just say with all due respect,
I, like everyone else here and everyone else in America, is thor-
oughly disgusted. I think you’re stalling. I think you're insulting
our intelligence. And I really resent it.

Mr. Chairman, I yield back.

Mr. STUPAK [presiding]. A member of the full committee Mr. Sca-
lise for questions, please. Five minutes.

Mr. ScALISE. Thank you, Mr. Chairman. I appreciate you letting
me participate in this.

Mr. Hayward, this is a picture of an oiled pelican. This is our
State bird in Louisiana. I'm going to keep this on my desk as long
as we are battling this as a constant reminder of what is at stake.
But I want you to keep this in your mind as well to recognize that
we are not just talking about the loss of life, which is tragic, we
are not just talking about the oil that is still spewing out of that
well. We are talking about our way of life not just in Louisiana, but
all along the Gulf Coast that is at stake. I would hope you keep
this image in your mind as a constant reminder of what is at stake
and what we are battling on a daily basis.

Our two priorities right now are, number one, doing everything
we can to make sure you all cap this well, but also to battle as
strongly as we can to keep the oil out of our marsh and our eco-
system. We don’t want to sit back and wait until the oil comes in
and does possibly irreparable damage. We want to be proactive.
But we are having problems on the ground being proactive because
of the delays.

I still hear—I was on Grand Isle Friday. I hear the biggest com-
plaints from our local officials that they are spending more of their
time fighting BP and the Federal Government than they are fight-
ing the oil. This is unacceptable. And I know you talk about all the
things that you all are doing, but it is not enough. We need a more
urgent sense of response to this disaster. And I want to ask you
what you are going to do to help speed that up.

When our local officials tell us when they have basic questions
they need answers to, it takes at least 5 days. They first go to the
Coast Guard, then they are sent to BP to get approval, and then
they go around in circles and they are told they are going to get
answers, and they never get those answers. This is just not an ac-
ceptable way to run this operation. And so when we hear who is
in charge—I want to ask you, who is in charge on the ground?

Mr. HAYWARD. The National Incident Commander is the person
in charge of this operation.

Mr. ScALISE. So is the Federal Government telling you what to
do? Are you telling the Incident Commander what to do? When our
local officials say we need something approved, do they need to get
the Incident Commander and your approval? Because they are get-
ting runaround in circles right now.

Mr. HAYWARD. We are trying, sir. We are not being perfect, I ac-
knowledge. We are trying very hard to do better. We are operating
under the direction of the Federal Government.
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Mr. SCALISE. Let me give you an example. When our Government
came with an idea—and this was over a month ago now. He had
an idea, Governor Jindal working with the local leaders, to have
this sand barrier plan. They laid it out. They actually made some
changes. They worked with scientists and with engineers. And then
over 3 weeks went by before any approval.

Now, we contacted—our entire delegation signed a letter; we
tried to get the President engaged in breaking this logjam. Still to
this day, only 25 percent of that plan has been approved. Now, is
that you that is not approving the other 75 percent? Is that the
Federal Government that is not approving it? Who is not approving
the other 75 percent? Because it is not approved to this day.

Mr. HAYWARD. The approval process flows through——

Mr. SCALISE. Is it you or the Federal Government?

Mr. HAYWARD. The ultimate approval

Mr. ScALISE. Can you tell them no?

Mr. HAYWARD. The ultimate approval process is with the Govern-
ment.

Mr. ScALISE. So the Federal Government is the one who hasn’t
approved the other 75 percent?

Mr. HAYWARD. I can’t speak to the details of the other 75 per-
cent.

Mr. SCALISE. You don’t know about it? We brought this to them.
I know they submitted it. Our Governor submitted this to you and
the Incident Commander.

Mr. HAYWARD. As you know, we have committed $360 million to
build a large part of the barrier island as

Mr. ScALISE. It is not a large part. It is 25 percent of the plan.
That may seem like a large part to you.

Let me go to another question that we get asked. They don’t have
any kind of approval of creation of a seafood safety plan. Now, is
that something that was submitted to you all? Is that the Federal
Government that is not approving it? Is it BP that is not approving
it? Because again, our local leaders, they are getting run around
in a circle, and nobody is held accountable when things don’t hap-
pen.

What I'm going to present to you is that we don’t have time for
these games to continue to play. We can’t have 5 days go by before
an answer is given to anybody because the oil is coming every day.

And I will just give you an example about the sand barrier plan.
Now, you say you all have approved a lot of it. There is no plan
of protection along any part of Grand Isle, and there is an area call
Barataria Bay. And I would suggest you go look it up. About a
week and a half ago there was no oil in Barataria Bay. That sec-
tion was scheduled to be covered by the barrier plan that still to
this day hasn’t been approved. Now, today there is oil, thick oil,
coming into the Barataria Bay. So you're not showing the sense of
urgency. And whether it is you or the Federal Government, we
have got oil in Barataria Bay when we had a plan a month ago to
keep the oil out of Barataria Bay.

So when people are hearing that everything is being done, I'm
going to tell you, on the ground it is not getting done. And I don’t
know what you need to do differently, but you need to go do some-
thing differently. And if it is not you that is blocking it, you need
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to tell somebody who is blocking it, because it is being blocked. And
it is not getting done on the ground, and we don’t have the luxury
of time.

This shouldn’t be happening. We put plans in place to stop this
from happening, and our plans are not being approved. Now, I
would love it if our plans were being rejected because there were
better alternatives that were being offered by somebody, that were
being approved, but there are no other alternatives. All we are
being told is no without any other option being presented. And
what we are saying is if you have got a better option, present it.
Otherwise approve our plan. But we don’t have time to waste. Do
you understand that?

Mr. HAYWARD. I understand your concern and your anger.

Mr. ScALISE. And I hope you make the changes that are needed,
because we don’t have time.

This is something else. We continue to get—and my office gets
flooded, I know a lot of others get flooded, with ideas of how to stop
the oil from coming into the marsh, how to cap the well and other
things. We have seen basic ideas like putting hay in the water, all
the way up to the supertankers in Saudi Arabia. None of them are
getting done on the ground.

I'm going to give you this database. This is a database of ideas
with links, with schematics of a number of different ideas that
should be done that can stop the oil from coming into our marsh.
But it is not getting done.

We don’t have time to waste. So I'm going to ask you to move
swiftly on this, and I am going to give you a resolution passed by
our Senate that asks that you engage our local people who have
been affected by this. A lot of them aren’t even being able to be em-
ployed in saving the marsh. They want that done. And also to
speed up the efforts on some of these alternatives that are going
nowhere. We have got a lot of ocean out there that has got oil.

Mr. STUPAK. Time

Mr. ScALISE. We want you to use every opportunity to fix that.
So I'm going to give this to you.

Thank you, Mr. Chairman. I yield back.

Mr. STUPAK. Mrs. Capps for questions, please.

Mrs. Capps. Thank you, Mr. Chairman.

Mr. Hayward, your $20 billion of compensation fund is a good
first step, but it is just the beginning. You're going to have to fully
compensate everyone who has been affected by this disaster. This
week BP announced the first installment of a $25 million fund
within a broader $500 million commitment to the Gulf of Mexico
Research Initiative. Is BP still committed to putting the full 500
million, not just the 25- installment, but the full 500 million, to-
wards this initiative?

Mr. HAYWARD. We are. It is an initiative that will take place, we
believe, over 10 years.

Mrs. Capps. When will we see the details of this entire program?

Mr. HAYWARD. It’s being worked by the experts currently. We
think it is important to have a program that has firm scientific
foundation.

Mrs. CAPPS. Are these your experts, sir?
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Mr. HAYWARD. No, these are not our experts. These are inde-
pendent scientists from across the United States from some of
the——

Mrs. CAPPS. I would request that you would submit to the com-
mittee the list of experts that you have that are developing this
program. I would appreciate that.

Mr. HAYWARD. We would be very happy to do that.

Mrs. Capps. Will there be further scientific investments you will
make available to the research community, significant further in-
vestments of dollars?

Mr. HAYWARD. Well, we have set up a $500 million initial fund,
and I think we need to see what the scientists determine.

Mrs. CAPPS. I just mention this because your commitment pales
in comparison to the $1 billion Exxon spent on the Valdez spill 20
years ago, which was in quite a bit more remote location, and fewer
people apparently were impacted by that one.

So you are going to make all the data from this research avail-
able to the public?

Mr. HAYWARD. It would be fully open and transparent. It won’t
be BP’s data, it will be the data of the scientists involved.

Mrs. Capps. All right. With their names attached?

Mr. HAYWARD. Absolutely.

Mrs. Capps. I want to switch topics now. The Federal Govern-
ment has developed training classes to provide the necessary train-
ing for workers and volunteers who are cleaning up the oil from
your spill, but we continue to see reports that BP is not following
the training guidelines, endangering further the health of these
workers now and long into the future. Why are we still hearing
these kinds of reports from the people who are out on the water
and on the shoreline?

Mr. HAYWARD. We are doing everything we can to train everyone
involved in this as well and as clearly and as properly as we can.

Mrs. CAPPS. Are you using the Federal-developed courses?

Mr. HAYWARD. We are using OSHA guidelines to establish what
is the appropriate training.

Mrs. CApPS. Finally, I want to ask you about BP’s response plan,
which was clearly inadequate. This committee learned this week
that the other major oil companies rely on the same response plans
that are practically identical to your own. The same contractors
seem to have written your plan and their plans. They hired the
same contractors, apparently, as you did. And you all appear to
have the same technical experts and the very same response com-
mitment.

Now, if this bill had happened to a different oil company, do you
have any reason to think that they would have responded more ef-
fectively than BP has?

Mr. HAYWARD. I can’t really comment on that. All I can say is
that we have initiated the biggest spill response in the history not
only of America, but of the world. It involves thousands of vessels,
35,000 people. It is the largest activity of its kind ever conducted.

Mrs. Capps. I appreciate that. The Federal Government has—
this country has also initiated the largest response that we have
ever initiated on behalf of any kind of a natural disaster or man-
made disaster in the history of this country as well.



106

But finally, back to my original question on that topic. Rex
Tillerson, the CEO of ExxonMobil, was asked the same question
that I just asked you. He said that Exxon, his own company, is not
prepared to deal with a large spill if it happens to them. He also
said that the response capability to prevent the impacts of a spill
doesn’t exist. Now, bear in mind, this is the same response—train-
ing manual—response manual that your company has. With re-
spect to his own, he says the impacts of a spill, the capability does
not exist and probably never will.

My question to you, do you agree with Mr. Tillerson about this?

Mr. HAYWARD. I agree that there are many missings in our abil-
ity to respond to an incident of this type, and there will be many
learnings to be had from this incident and how we can build better
response capability in the future. And as I said, we are doing an
extraordinary spill response, and I regret that it hasn’t been more
successful so far than any of us want.

Mrs. Capps. I yield back, Mr. Chairman.

Mr. STUPAK. Thank you, Ms. Capps.

Mr. Gonzalez for questions, please.

Mr. GONZALEZ. Thank you very much, Mr. Chairman.

Mr. Hayward, let me ask you, there is a 6-month moratorium on
deepwater drilling. Do you think that is reasonable under the cir-
cumstances?

Mr. HAYWARD. I think it is important that the lessons from this
are learned, and that clearly that is a decision for the authorities
to take, not for me. But it is clearly important.

Mr. GONZALEZ. I'm not asking you to make the decision. I'm just
asking your opinion. Based on your expertise and your position, I
would assume you would have an opinion on whether that is a pru-
dent thing to be doing.

Mr. HAYWARD. I believe it is prudent for the industry to take
stock of what has happened here before it moves forward.

Mr. GoNzALEZ. Well, you know, there are calls to move expedi-
tiously to lift that ban after accomplishing whatever is supposed to
be accomplished in order to give people peace of mind that as we
drill, we are not going to have recurrence.

When do you think would be appropriate to consider lifting the
moratorium?

Mr. HAYWARD. I don’t think I can make a judgment on that
today. I think that is something

Mr. GONZALEZ. What would common sense tell you?

Mr. HAYWARD. I think it is understood clearly what happened
and understood clearly what better response is required in the
event that something like this ever happened again.

Mr. GONZALEZ. I'm hoping everybody is going to be on that same
page. It is fundamentally sound.

Now, we have had other Members that made reference to the
hearing we had a couple of days ago, and I'm sure you have al-
ready spoken to Mr. McKay and such. But Shell, Exxon, Chevron,
ConocoPhillips, they all said—I will tell you this, though. When I
asked them if they could give me 100 percent assurance that noth-
ing like this would happen when they are drilling in deep water,
they wouldn’t give me—what they would say is, we do it safely, we
do it safely. Human experience is that there are no 100 percent as-
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surances about any activity. And all I was trying to get is that let
us be honest with the American people that there is risk, there is
risk, there is risk. And it is a calculated risk. And if we can provide
enough assurances that it is a risk worth taking, then we will be
out there, won’t we?

Well, they wouldn’t do that, believe it or not. And I'm hoping you
won’t play that same game. What they did say was it never would
have happened, because their manner and fashion of drilling is dif-
ferent than what you were doing. And I don’t want to start a big
war on you guys, but do you really believe that the way they ex-
plore and drill in deep water is substantially different than what
you were doing out there?

Mr. HAYWARD. Not to my knowledge.

Mr. GONZALEZ. I tend to agree with you.

So let’s talk about planning. And I think Ms. Capps pointed out
something that is really important as far as Exxon. What he actu-
ally said was, we couldn’t deal with it if something like that hap-
pened, which is an incredible statement to make, isn’t it, the fact
that you're willing to expose that kind of risk? And if the worst-
case scenario did develop, you wouldn’t know what to do.

So let’s go back to 2003. The Society of Petroleum Engineers and
the International Association of Drilling Contractors reported,
quote, “no blowout has yet occurred in ultra deep water, water
depths of 5,000 feet or greater. But statistics show it is likely to
happen. Are we ready to handle it?” Well, we know the answer is
no. But at that time they said it was likely to happen.

Have you ever read anything like that in all these years, that it
was likely to happen?

Mr. HAYWARD. I haven’t read that answer, I'm afraid.

Mr. GONZALEZ. Did you believe that it was likely to happen?

Mr. HAYWARD. I did not believe it was likely to happen. It was
a risk that was identified as the highest risk by BP across the cor-
poration. It was a risk that was identified as the highest risk by
our exploration and production unit. And we believed that the risk
mitigant was the so-called failsafe mechanism of the blowout pre-
venter.

Mr. GONZALEZ. This blowout preventer, it is the ultimate failsafe.
And I know that you keep using that term, and it comes back
somewhat to haunt you. But I'm curious about blowout preventers
and the difference—and I was noticing my staff, as they were get-
ting some information, if you have a surface well, you have a
10,000-pound-per-square-inch blowout preventer. Shallow water,
10,000 pounds per square inch; deep water, 15,000 pounds per
square inch. Now, I'm not an expert. Why? What is the difference
as you go into depth? Why a greater capacity?

Mr. HAYWARD. Because of the pressure of the reservoirs that we
are drilling.

Mr. GoNzALEZ. Which then leads me to—what do you think
you're dealing with at that depth as far as pounds per square inch?

Mr. HAYWARD. We know that we are dealing with a reservoir
with a pressure of around 11—between 11 and 12,000 pounds per
square inch. And we have a blowout preventer rated to 15,000
pounds per square inch. I believe that’s correct.
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Mr. GONZALEZ. I don’t know this. Cameron—I don’t know that it
is Cameron that builds these blowout preventers. That is a com-
pany that someone told me that is—and they are working on a
2}(1),090-pound-per-square-inch preventer. I mean, youre aware of
that?

Mr. HAYWARD. I am, yes.

Mr. GONZALEZ. And they actually said this: While there is much
discussion and an ongoing effort to provide guidance for equipment
greater than 15,000 pounds per square inch, in the interest of expe-
diency, it was decided within Cameron to apply current design
codes and practices. The 20,000-pound-per-square-inch EVO blow-
out preventer was design-tested and qualified to API—and I'm not
sure what all that means—16A 3rd edition, meaning basically, but
for the sake of expediency does concern me.

Why were you all looking at 20,000 pounds per square inch when
you believe what you already have at 15,000 exceeds what really
1s required?

Mr. HAYWARD. I think that—I'm not certain, but I think that is
referring to blowout preventers for reservoirs with even greater
pressure.

I do believe that one of the most important things to come from
this incident is the requirement for the industry to step back and
redesign the failsafe mechanism it uses to prevent accidents of this
sort. We need a fundamental redesign of the blowout preventer. It
is something that BP is going to take a very active role in. We have
already begun that process with a number of academic institutions
and a number of contractors in the industry.

Mr. GONZALEZ. And I thank the chairman for his patience.

Mr. Hayward, we usually say better late than never, but not this
time.

I yield back.

Mr. STUPAK. Mr. Gonzalez.

Before Mr. Inslee, we should for the record—recordkeeping, Mr.
Scalise had submitted a CD and a resolution here from the State
senate. He will provide copies for the record. So with unanimous
consent they will be made part of his questioning and made part
of the record within 10 days. Without objection, so ordered.

[The information appears at the conclusion of the hearing.]

Mr. STUPAK. Mr. Inslee, questions, please.

Mr. INSLEE. Thank you.

Mr. Hayward, something you said earlier was really quite as-
tounding to me. You said that there was no evidence to date that
there had been any decision made based on costs, that no decisions
had been made in an effort to reduce costs. And I want to go
through this because there is something that I think is quite piv-
otal in this investigation.

The facts are clear that you hired Halliburton to give you advice
about this. Mr. Gagliano, an expert in the field, did an analysis and
concluded you needed 21 centralizers to make sure that this rig
was safe. And just to remove any doubt as to why that is impor-
tant, the American Petroleum Institute recommended practice—65
says, quote, if casing is not centralized, it may lay near or against
the bore hole wall. It is difficult, if not impossible, to displace mud
effectively from the narrow side of the annulus if casing is poorly
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centralized. This results in bypassed mud channels and inability to
achieve zonal isolation, closed quote.

So the experts said you need 21. Then if we can put up the first
slide, a BP employee essentially wrote to that expert and said, we
have only got six, and we don’t have time to deal with this prob-
lem. Time to British petroleum was money. This rig was 45 days
late. It cost you $500,000 a day. And people’s obvious attention
were about time, which meant money.

So what happened then? Well, another British Petroleum person
sent a memo saying, you really need to follow the model here. He
kicked it up to Mr. Guide.

If we could have the second slide.

Mr. Guide came back and said, I don’t like the fact this is going
to take 10 hours to do, even though another British Petroleum per-
son had said we are going to fly 15 things in, they can be here to-
morrow morning. Mr. Guide said, I don’t like the 10 hours. And it
didn’t happen. And then the next response from British Petro-
leum—next slide, please—was an e-mail from Mr. Cocales sort of
reprimanding another BP person, saying, even if the hole is per-
fectly straight, a straight piece of pipe even in tension will not seek
the perfect center of the hole unless it has something to centralize
it, meaning you have got to have the right centralizers. But he
went on to say this: But who cares? It is done, end of story, we will
probably be fine, and we will get a good cement job.

What happened then—that is not quite the end of the story. Mr.
Gagliano then ran further computer models, and he concluded—the
last slide, please—he concluded—and this is hard to read, but I will
read it. He concluded that this well is considered to have a se-
vere—and severe is all capitalized in his memo—gas-flow problem.

Now, it is very clear to me, reading this clear evidence, that, in
fact, decisions were made because of costs, because people didn’t
want to wait to get the centralizers that was needed to safely do
this job. So your statement that there is no evidence that costs led
to shortcuts just doesn’t ring true with me.

Isn’t it pretty clear that there were cost decisions made that had
suboptimal at best number of centralizers in placement in this
well?

Mr. HAYWARD. I don’t want to be evasive, but I genuinely believe
that until we have understood all of the things that contributed to
this accident, it is not easy to say what I would say. If there is evi-
dence that costs were put ahead of safety, I would be both deeply
disturbed, and we would take action.

Mr. INSLEE. Sir, let me ask you about that action. We just read
these e-mails. Everybody in this room knows what happened, read-
ing these e-mails. You know what happened in reading these e-
mails. Are you going to call the employees involved when you leave
this meeting and say—because you’re drilling in places all over the
world right now; this is an ongoing operation—and tell them they
have to change their attitude? Are you going to take action based
on these e-mails today?

Mr. HAYWARD. We will take action based on our investigation
which puts all of this together, and as—as it unveils clear conclu-
sions, we will take action on them.
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Mr. INSLEE. Let me suggest another action. We asked British Pe-
troleum what it spent on research and development regarding safer
offshore drilling technologies. You gave us the number. It was
about $10 million a year. That represents 0.0033 percent, 0.0033
percent of British Petroleum revenues. That doesn’t sound like an
adeg}uate prioritization. How does it compare to your compensa-
tion?

Mr. HAYWARD. In what respect?

Mr. INSLEE. British Petroleum is investing about $10 million a
year in safer drilling technology. How does that $10 million a year
compare to you compensation last year?

Mr. HAYWARD. My compensation last year was $6 million.

Mr. INSLEE. Forbes reports it at 33-. There must be some mis-
understanding then. Is that appropriate? Stock options don’t count?

Mr. HAYWARD. My compensation last year was—is—I think it
was recorded at $6 million.

Mr. INSLEE. Do you think British Petroleum ought to make a
larger investment of its significant gross revenues in developing
safer drilling technology? And do you think you owe that to the
American people at this point?

Mr. HAYWARD. The answer is yes, and we undoubtedly will do
that on the back of this accident.

Mr. INSLEE. We hope that that will be expeditious and successful.
Thank you.

Mr. StuPAK. Thank you, Mr. Inslee.

Mr. Melancon for questions, please.

Mr. MELANCON. Thank you, Mr. Chairman, I appreciate it.

Mr. Hayward, how many deepwater operations do you have at
BP around the world that you're operating?

Mr. HAYWARD. I don’t know the precise number, but it is prob-
ably in the order of 15 or so.

Mr. MELANCON. Is there—one of the things I have run into, and
Mr. Scalise alluded to it, we have had in my office over 600 re-
quests for submissions for products, ideas, concepts, ways to cap
the wells, et cetera, et cetera. Basically—and, of course, because of
ethics, we can’t and won’t go in and make anybody meet with any-
body. So we just refer them into them. The best I can tell is that
maybe 3 out of the 600-plus have received an e-mail back, thank
you for your submission, or, no thank you, if anything else.

There seems to be a closed loop of vendors that you’re dealing
with, which my frustration is that the hole is still wide open. And
when this accident first occurred, everyone said, we are going to
take whatever ideas and suggestions, whatever—I mean, the
cofferdam, the top hat, whatever. But I have seen some people that
have called me, and we referred them in, and they have never
heard once from your company. Is this just if you’re not a vendor
with us before this occurred, then we are not dealing with you, or
are you going to only the vendors and allowing them to select who
they are going to deal with? And my reason for this is because if
there are good ideas out there, why isn’t somebody looking at
them?

Mr. HAYWARD. We are trying very hard to engage with everyone
who has a good idea. We have been, quite frankly, inundated with
hundreds of thousands.
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Mr. MELANCON. I know there is a tremendous amount. I know
that the first one I saw was wrapped—sheets around a cord hang-
ing with milk cartons to catch oil. So I understand that. Those are
easy to go through.

Let me shift to another gear. Do you believe that this adminis-
tration’s moratorium is a result of the tragedy that occurred on
Deepwater Horizon, the fact that they put it in was strictly because
of what went wrong in Deepwater?

Mr. HAYWARD. I don’t know that, but I believe that is the case,
and I think it is probably the right thing to do until such time as
we have greater clarity.

Mr. MELANCON. And I agree with that. I don’t agree with the
moratorium because—and as I have expressed to my friends, it is
really difficult for us in Louisiana to stand in oil and say we will
take more oil, but it is because of the economy, it is because of the
jobs we have supported—I have supported—the industry. I support
the people.

But it makes sense that BP bear the responsibility of the eco-
nomic hardship associated with this moratorium. I think you all
put 100 million aside for lost jobs. I'm told that in a given month—
and I don’t know if this is just Louisiana, offshore Louisiana or off-
shore—but it is about 350 million a month in wages.

Are you and your company going to take responsibility and make
sure that these companies that fold up or these companies that
have financial hardships, and particularly their employees that
they are going to start laying off, are going to be compensated in
some way?

Mr. HAYWARD. We made a contribution, having been asked to by
the government, up to a fund which will be part of the funding for
that issue.

Mr. MELANCON. Do you think 100 million is adequate? And you
have been in the oil business for quite a while. Those are good-pay-
ing jobs; that is why we want to keep them. But do you think that
contribution is adequate for——

Mr. HAYWARD. We made a contribution. We set aside $20 billion
for claims.

Mr. MELANCON. Twenty billion is for everybody else, that is busi-
nesses and otherwise. I am concerned also with them. Ms. Roshto
and Ms. Kemp were in Chalmette the other day. Very brave
women, especially so soon after the deaths of their spouses. And at
the hearing, Ms. Roshto and Ms. Kemp shared with us questions
they had for your company. I would like to hear maybe your re-
sponse.

Ms. Roshto’s husband told her about the problems on the rig,
that the well was losing a lot of mud. That is the sort of detail that
may not have come to your attention, but it is well known among
workers on rigs as a sign of a problem. She wants to know, and
she asked this question at the hearing, why your company wasn’t
working harder to fix the problems on the rig in the weeks before
the explosion? Why wasn’t your company prepared for a blowout?

Mr. HAYWARD. I think, as I have said all along today, we want
to understand exactly what happened such that we can take the
right actions going forward. I'm not aware of what you just raised,
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but the investigation will determine whether or not—the multiple
investigations will determine

Mr. MELANCON. Investigations are not going to bring back those
11 men to their kids. Not only were these women concerned about
your company’s preparedness, they were also concerned about your
company’s values. They wanted to ensure that rigs were kept safe
and told us that BP should be held accountable for not protecting
their husbands.

Mrs. Kemp asked why money is more important than someone’s
life. And so I guess on behalf of Ms. Kemp, how do you respond
to that?

Mr. HAYWARD. It isn’t. It absolutely it is not. As—since I have
been in this role, it is something I believed in for a very long time.
The priority of everyone involved in these operations is safety. That
doesn’t come before anything, not anything. It is something that I
believe personally very passionately.

Mr. MELANCON. The women talked about in their testimony—I'm
sorry, I have gone over my time.

Mr. STUPAK. Finish your question.

Mr. MELANCON. The women talked about in their testimony that
their husbands worked for the drilling rig company, for
Transocean, and that they pushed safety, they pushed safety, they
pushed safety. But in discussions in weeks prior to the explosion,
their husbands talked about BP waiving; saying, keep going, keep
doing. And I have heard growing up in south Louisiana about the
tool pusher or the drilling foreman and the company guys getting
into fistfights.

Was there any incidents, to your knowledge, or have you discov-
ered that there was a direct order given by BP that says, keep
going, I don’t care what is going on?

Mr. HAYWARD. I have not seen any evidence of that whatsoever,
and I believe that the operation on the rig in the days leading up
to the incident and in that day was carried out because everyone
agreed on the rig to move forward.

Mr. MELANCON. Thank you, Mr. Chairman.

Mr. STUPAK. Thank you, Mr. Melancon.

Ms. Castor for questions, please.

Ms. CASTOR. Thank you, Mr. Chairman.

Mr. Hayward, I would like to start out by expressing the anger
and frustration of the hardworking people of my home State of
Florida at the catastrophe BP has rendered upon our State and all
the small businesses, the fishermen, the mom-and-pop hotel own-
ers. We were just coming out of the most severe recession of our
lifetime that happened in 2007. Things were getting a lot better.
So this is like a sucker punch to the gut to learn that this tragedy
is a result of BP elevating profit considerations over safety.

For a decade many in Florida have opposed this drumbeat to
bring the oil rigs closer to our beaches over time. We haven’t indus-
trialized our coastline like other States. We rely on tourism and
clean beaches and clean water, and we really fought it off, even in
the face of very well-paid lobbying campaigns and ad campaigns
and with a lot of representations that this is safe, this is safe tech-
nology, whether it is in deep water or in shallow water.
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So, Mr. Hayward, I'm trying to understand how BP was either
so unprepared for the possibility of a blowout or ignored the risks,
because according to the Minerals Management Service study con-
ducted in 2007, 126 blowouts have occurred at offshore drilling fa-
cilities on the Outer Continental Shelf since 1971. In 1979, a blow-
out at the Ixtoc oil well in the Gulf of Mexico created a disaster
that flowed continuously for 290 days. And, Mr. Hayward, you have
said that the chances of a blowout and explosion like the one that
sank the Deepwater Horizon rig were one in a million, but over the
past 40 years, there have been 126 blowouts in the U.S. waters
alone. That is roughly three blowouts per year. How could an aver-
age of three blowouts every single year for the past 40 years not
have registered as more than a one-in-a-million chance risk for
your company?

Mr. HAYWARD. With respect, Congresswoman, I think what I said
was that the integrity rating of the blowout preventer was of the
order of 10 to the minus 5, 10 to the minus 6. That is to say that
it was designed to fail between 1 in 100,000 and 1 in a million
times.

Ms. CASTOR. And that is an acceptable risk?

Mr. HAYWARD. It is the risk that BP and the industry more
broadly use to assess the failsafe mechanism called the blowout
preventer.

Ms. CASTOR. I know you rely on these blowout preventers, and
you call them failsafes, but they are not failsafes at all in the face
of what we have discovered through our committee’s examination
and the statistics here. This committee has reviewed BP’s regional
oil spill response plan for the Gulf of Mexico, and not one time in
the 582-page plan does BP lay out a method for controlling a
subsea gusher after a blowout has occurred. Your company con-
ducted its planning as if an uncontrolled subsea blowout wasn’t
even a possibility.

In a recent interview with the Financial Times, you admitted,
what is undoubtedly true is that we did not have the tools you
would want in your tool kit. My question to you is very simple:
Why not? Why weren’t you prepared? Why did you elevate profits
over safety?

Mr. HAYWARD. I don’t believe we did elevate profits over safety.
What I was referring to in that article was the very complicated
engineering problem we were faced with after the rig sank at-
tached to its riser. So we had a well, a riser and a rig on the floor,
and we didn’t have the pieces of equipment instantly available to
cut the riser, to cut off the top of the riser and find a way to inter-
vene on the wellhead. And that is indeed true.

Ms. CASTOR. Mr. Hayward, for years big oil companies and your
allies have claimed that drilling is safe, and you want to come clos-
er to Florida beaches, and you say it is safe, deep or shallow, that
there are no problems. But on the other hand, we have heard over
and over again over the last couple of months this is complex and
this is dangerous, it is dangerous to drill miles below the ocean.
And BP officials have said it is like operating in outer space, and
given the difficulties and complexities in what we really knew, in
what you knew about the risks, I can’t understand why you all
would assume that nothing could go wrong.
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So I'm—the doublespeak is rather tiresome. I'm dismayed and
disheartened by what has happened and the elevation of profit over
safety. And I can only hope that this disaster will motivate us to
reassess our priorities and implement a clean energy policy for this
country.

Thank you, Mr. Chairman.

Mr. StUuPAK. Well, that concludes questions of everybody on the
committee. Now there is a few more questions. There are a couple
of Members that have a couple of follow-up questions. So we are
going to go a quick second round, if we may. So I will start with
Chairman Waxman, if you would like to begin.

Mr. WAxMAN. Thank you very much, Mr. Chairman.

Mr. Hayward, you said your priority, your top focus, is on safety,
and you feel very passionate about it. Except for your statement to
that effect, I see, as you have said over and over again today, no
evidence of that. You and other senior officials seemed oblivious to
what was happening on the Deepwater Horizon rig. You weren’t
following the progress of the well. You weren’t aware of the risks
that were being taken. In answers to questions you said that your
top officials under you, Mr. Ingles and Mr. Suttles, you would be
surprised if they were following the happenings on the rig. You
said you couldn’t answer for them, but you would be surprised if
they had been following the activities on the drilling rig.

So who was following the activities on the drilling rig? You said
there were people there who were the experts in their field. I just
find it shocking that when the potential consequences of a mistake
on a deepwater rig are so enormous, and you have such a high,
passionate commitment to safety, that you seem so removed. I
think operating in a deepwater environment is like operating in
outer space, and yet you seem to think that all is going to be taken
care of in time.

Now, you said there is a team of the best minds in the world
working on how to stop the oil spill. When were the best minds in
your company paying attention before the spill? You were oblivious,
and so were other senior officials. And I think this was a funda-
mental mistake in management. Let me ask you that: Do you think
there was a fundamental mistake in management not to know?

Mr. HAYWARD. I think, as I have said, that we have made it very
clear that the focus in the company is on safety. What management
can do is ensure that the right people with the right skills are in
place, and the right systems and processes are in place, and the
right priorities are in place, and the right investment is available
to ensure that the plant that we are operating has integrity.

Mr. WAXMAN. So you felt confident that the people who were
making these decisions—and we went through five in our letter to
you, and many Members asked you about some of these decisions—
that the right people were making those decisions?

Mr. HAYWARD. I believe that the right people were making those
decisions.

Mr. WAXMAN. And you have no evidence that they didn’t make
the right decision. That seems to be your position today; is that
right?
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Mr. HAYWARD. I think at this stage in the investigation, it is pre-
mature to draw conclusions as to what was and what was not the
right decision.

Mr. WAXMAN. So it is premature.

What investigation or investigations are taking place to deter-
mine these facts?

Mr. HAYWARD. There is the BP investigation, there is the Marine
Board investigation and the Presidential commission.

Mr. WAXMAN. And are you going to be cooperating with all of
them?

Mr. HAYWARD. We are, as we have, Mr. Chairman, cooperated
with your committee.

Mr. WAXMAN. Well, I question how cooperative you have been
with our committee, because I have heard very little answers to the
questions from you today to the questions raised by our colleagues.
You were asked whether BP made a mistake in well design. You
said you haven’t reached a conclusion yet. Mr. Dingell asked
whether costs were a factor in your decisions, and you said you
didn’t know because you weren’t there. When Mr. Doyle asked you
who made the well design decisions, you said you didn’t know.

Our committee is doing an investigation. Now, the reason we are
doing an investigation is we want to know how this happened so
that we can make changes in the law and the procedures if we are
going to allow further drilling. Don’t you think you ought to be
more forthcoming with us?

Mr. HAYWARD. We will be as forthcoming as we can be, Mr.
Chairman.

Mr. WAXMAN. Give me the time horizon for your investigation.
When will you have that completed? You have already had 60 days
to do it. Is it going on now?

Mr. HAYWARD. It is ongoing. And we want to have access to all
of the evidence before we make final determinations. But as we
have made very clear——

Mr. WAXMAN. Give me your estimate of when that will be con-
cluded.

Mr. HAYWARD. One of the most important elements in this is the
blowout preventer. It remains on the seabed, and it needs to be ex-
amined.

Mr. WAXMAN. So we will put that aside. How about the other de-
cisions before the explosion about the casing, about the centering
of the well, about all of the other things that have been raised,
have you reached any tentative conclusions that you can share
with us?

Mr. HAYWARD. As we shared with you recently, we have identi-
fied 7 areas, areas of focus in our investigation. And we will con-
tinue to share our understanding and our thinking with you as
that develops.

Mr. WAXMAN. Mr. Inslee asked you if there was any action that
appeared—if there was any action to save money, and you said
there is no evidence of that. I can’t believe you said there is no evi-
dence of that. There is evidence. You want to know more about it,
but there is evidence to that effect, isn’t there?
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Mr. HAYWARD. There were decisions taken by the people at the
time, and some of them, sitting here today, appear they may have
been to deal with money. But it is not clear. The
1 Mr. WAXMAN. The evidence is not conclusive, but there is evi-

ence.

Mr. HAYWARD. The decision, for example, to run a long string
versus a liner was, as it shows in the document that you high-
lighted to me, a decision to do with the long-term integrity of the
well.

Mr. WAXMAN. There is evidence, and evidence may point in a cer-
tain direction. There may be evidence that points in another direc-
tion. So you take the evidence and reach a conclusion based on the
preponderance of the evidence. That is not to say there is not evi-
dence, when we have some of these clear examples.

Let me ask you this. You can’t give us a time for when this in-
vestigation is going to be complete, so we are relying on you to do
your own investigation. Why should we rely on you to do your own
investigation? I don’t think you have a terrific record of reliability
that should give us comfort to have us step back and just wait to
get answers from you until you have done your own investigation.
Why should we rely on that?

Mr. HAYWARD. We are clearly not the only people doing an inves-
tigation. There are many people doing investigations. All I have
committed is that as our investigation proceeds, we will share with
you all of our findings and all of the data and all of the informa-
tion.

Mr. WAXMAN. Let me just say in conclusion, we delayed this
hearing today so you could be prepared to answer our questions.
We sent you our questions in advance, yet you have consistently
ducked and evaded our questions. There may be some reason you
think this approach makes sense, but your evasion will make our
job more difficult. It will impede our understanding of what went
wrong and will make it harder for us to draft appropriate reforms.

I think that is regrettable and an unfortunate approach for you
to take to the work of this committee of the United States Con-
gress. And I will look forward to seeing what you come up with,
but we are going to get evidence, and I would like you to submit
for the record the names of the individuals who made those deci-
sions in each of the areas that were under discussion in the letter
we sent you. Would you be willing to do that.

Mr. HAYWARD. We will make that available to you

Mr. WaxXxMAN. Thank you.

Mr. HAYWARD [continuing]. As we have made everything, to my
knowledge, available to you.

Mr. WAXMAN. Maybe they will have some answers they can share
with us. Thank you very much.

Thank you, Mr. Chairman.

Mr. STUPAK. Mr. Barton for questions.

Mr. BARTON. Thank you, Chairman Stupak.

We are about to finish up this hearing. We do appreciate your
patience in listening to all the various members of the sub-
committee.

What one or two recommendations are you prepared to give
about what we could do to prevent a future accident of this type
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now that you know what you know and you have listened to what
the Congress knows here today? Are there one or two things that
you would like to suggest for consideration to prevent an accident
of this type from happening in the future?

Mr. HAYWARD. I believe the most important one is to take the
failsafe mechanism called the blowout preventer and design is such
that it is genuinely failsafe. The reality in all industrial accidents
is that there are always a combination of equipment failure and
human judgment. And the most important thing is to have in place
a system that is genuinely failsafe. And it is clear, based on our
experience of this accident, that the current design basis of the
blowout preventer being used in the deep water, not just in this
case, but across the world, is not as failsafe as we believed it to
be. And I believe that is a very important lesson that the industry
needs to grasp, along with the relevant regulatory agencies.

Mr. BARTON. Much has been made of the complexity and the
risks associated with drilling these deep wells. Would you care to—
I have asked some of your subordinates to give us some sort of an
assessment of the potential size of this particular field of this par-
ticular well. I have asked the Texas Railroad Commission and the
Texas Geological Survey what the largest onshore oil well in Texas
in its history of over 100 years has been, and with the exception
of the initial discovery at Spindletop in 1901, we can’t find a record
of any well on shore in Texas, which has been the number one oil-
producing State in the country for over 100 years, with the excep-
tion of a few years where Alaska at Prudhoe Bay, at its peak that
flowed at 50,000 barrels a day. And the latest estimates are that
this well in this condition could be flowing as much as 50,000 bar-
rels a day. If you extrapolate that on an annual basis, that is over
100 million barrels of oil a year.

So could you give us some assessment of why BP and other com-
panies go to such extraordinary measures to drill in these areas?
What is it that you think you found or are hoping to find beneath
the Gulf of Mexico?

Mr. HAYWARD. In the instance of this well, we believe that the
discovery was of the order of 50 million barrels.

Mr. BARTON. Fifty million?

Mr. HAYWARD. Fifty million barrels. That is our estimate of the
discovery—the size of the discovery that this well made.

Mr. BARTON. So at the rate it is flowing, it ought to peter out
pretty quickly; 50,000 barrels a day is 350,000 barrels a week,
which is 3.5 million in 10 weeks, which is 35 million in 100 weeks.
So I was told it was on the order of 500 million barrels.

Mr. HAYWARD. That is not correct, Congressman. This is a dis-
covery based on the—clearly on the well and the seismic informa-
tion we had available to us, which is

Mr. BARTON. So it is just that the extreme pressure—I mean, it
couldn’t flow at this rate in full production?

Mr. HAYWARD. That’s correct.

Mr. BARTON. Is that a fair statement?

Mr. HAYWARD. That’s correct.

Mr. BARTON. Would you care to tell us what it would flow at,
what you expected it to flow at per day?
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Mr. HAYWARD. I think at a producing well, properly completed,
we would expect it to be between perhaps 15- and 25,000 barrels
a day.

Mr. BARTON. And lastly, with the moratorium that is currently
in existence in the Gulf of Mexico for the deep areas, the 6-month
moratorium, I know you have to do—we want you to stop this spill
and clean it up, but there are other areas that could be explored.
What other areas might BP go to instead of in the Gulf of Mexico?

Mr. HAYWARD. Well, we have deepwater drilling exploration and
production operations in a large number of locations around the
world; in West Africa, Brazil, Egypt, to name the three, as well as
the U.K. in the North Sea.

Mr. BARTON. So you would focus on those areas if this morato-
rium continues?

Mr. HAYWARD. We are focused today on the relief well.

Mr. BARTON. I understand that, and you should be. You better
be.

Mr. HAYWARD. I haven’t thought, frankly, beyond the relief wells
in terms of activity in the Gulf of Mexico.

Mr. BARTON. Thank you, Mr. Chairman.

Mr. STUPAK. Thank you, Mr. Barton.

Mr. Hayward, in the line of questioning throughout the day, you
have referred to the blowout preventer. Mr. Gonzalez, when he
asked you questions, and Mr. Barton just asked some questions on
there. Back on June 4th, you wrote an editorial for the Wall Street
Journal. In talking about the blowout preventer, you stated, we in
the industry have long had great confidence in the blowout pre-
venter as the ultimate failsafe piece of safety equipment, yet on
this occasion it failed with disastrous consequences. Do you still be-
lieve the blowout preventer should be considered the ultimate
failsafe?

Mr. HAYWARD. I believe so. Either a blowout preventer or some
similar mechanism.

Mr. STUPAK. I'm a little surprised by your comments, because the
committee received a document—you have the document binder
right there. You may want to refer to it—that evaluated the blow-
out preventer used on the Deepwater Horizon rig. The document
was prepared in 2001. It is tab No. 14 right there, and we have
put it up on the screen.

In 2001, when Transocean bought the blowout preventer, I want
to show the executive summary in which BP participated with it
in this review. And it says, engineering and operations personnel
identified 260 failure modes.

Do you see where it says that towards about top third of it? OK.

So BP engineers helped to identify these 260 failure modes. So
how can you write or how can you testify—but how can you write
in the Wall Street Journal 2 weeks ago that you thought the blow-
out preventer was the ultimate failsafe when your own engineers
examined the blowout preventer 9 years ago and found 260 failure
modes in it? How can you ever say it is the ultimate failsafe?

Mr. HAYWARD. I haven’t seen this document previously. I apolo-
gize for that, but I haven’t.
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Mr. STUuPAK. Well, now knowing there are 260 failsafe modes in
this blowout preventer that was on Deepwater Horizon, it never
was the ultimate failsafe, was it?

Mr. HAYWARD. The blowout preventer is designed to be the ulti-
mate failsafe. That is the design basis. It is the basis for which the
industry has operated for 30 years in deep water.

Mr. STUPAK. Let me ask you this: As the CEO, why, then, did
your company change the blowout preventer failsafe method or
mechanism? For instance, we found other things that showed that
this blowout preventer was not failsafe. At our first hearing, May
12th, I asked in review of it that the blowout preventer had been
modified in ways which would increase the risk that it would blow
out, that it wouldn’t work. OK? One modification, for instance, was
to remove the important variable bore ram and replaced it with a
test ram that made it ineffective in case of an emergency.

At our hearing I asked Mr. McKay, who is the president of BP
America, about these modifications. He testified under oath, he
took the oath, and he said he didn’t know anything about modifica-
tions. We have since learned that BP approved modifications de-
spite being warned that it would reduce the safety of the blowout
preventer. I would like to display it again. It is tab No. 10 right
in your book right there. Here is a letter from 2004 from
Transocean sent to BP that BP signed and acknowledged. And it
says, BP acknowledges that the conversion—the conversion you
asked for—the conversion will reduce the built-in redundancy of
the BOP, thereby potentially increasing the contractor’s risk pro-
file.

So what does that mean, BP, that you reduce the built-in redun-
dancy, increase your risk? You asked for modifications which limit
the redundancy and increase your risk, right? BP did.

Mr. HAYWARD. Again, I haven’t seen this document previously.
What I do know, there were modifications made to the blowout pre-
venter. In particular a test bore ram was added. It was not a sub-
traction. It was an addition to the blowout preventer is my under-
standing.

Mr. STUPAK. But here is our problem. Your territory will say this
is the ultimate failsafe. We find out it is modified. We ask your rep-
resentative, Mr. McKay; he says no, no. We get down to the hear-
ing, we get documents showing, in fact, BP asked for it. BP was
warned that the ultimate failsafe system, the way BP wanted it
modified will increase the risk of a problem. And that is the one
we have here in Deepwater Horizon.

So how can we write an editorial—you can’t have it both ways
here. How can we write an editorial saying, “Oh, this is the ulti-
mate system”—and even your own engineers said there are 260 dif-
ferent ways it can fail. Then you add some more to it.

Mr. HAYWARD. The——

Mr. StuPAK. Go ahead.

Mr. HAYWARD. The blowout preventer is designed to be the
failsafe mechanism in the drilling industry.

Mr. StUuPAK. Correct.

Mr. HAYWARD. That has been the case since blowout preventers
were created.



120

Mr. STUPAK. But you are the CEO. You have been head of explo-
ration, drilling, all this. Does it make sense to you that this is the
ultimate failsafe system when there are 260 different ways it can
go wrong? Plus, you, your company modifies it, which increased the
risk of things going wrong?

Mr. HAYWARD. The fact is, it is the ultimate failsafe mechanism.

Mr. STUPAK. Let me ask you this. OK, this well, you started drill-
ing it last fall, the Macondo well, last fall, using the different rig,
the Marianas. It was harmed, it was damaged in the hurricane, so
you replaced it with Deepwater Horizon.

In November of last year, Transocean pulled out the blowout pre-
venter from the ocean floor because its shear rams weren’t work-
ing. The lower annular would not close, and the upper annular had
been stripped through during a well-control event.

We know that BP was aware of this because Transocean—and,
again, it is Document No. 12 there in our binder—reflect conference
calls with BP about the problems with this blowout preventer. In
addition, Transocean records indicate the incidents state that the
estimated down time forced by the malfunction is a conservative 10
days at $444,111 per day, or $4.4 million, as it shows.

So how can you say blowout preventers are failsafe devices when
the blowout preventer you are using on the well in November had
to be removed because of malfunctions?

Mr. HAYWARD. Well, of course, the answer is, they are the
failsafe mechanism, and when problems are identified with them,
they are rectified. And I believe that is what has taken place.

Mr. STuPAK. You know, you can’t have it both ways here. This
accident occurs. You have a blowout preventer you know had 260
different errors in it, ways it could go wrong. You modify it. You
pull it in November of 2009. You see there are all kinds of prob-
lems. This accident happens. So you write this editorial in the Wall
Street Journal saying, “Hey, it ain’t our fault. It’s mechanical.” You
said earlier, an accident is because of mechanical failure and
human judgment—human error.

It seems like we have more human error than mechanical, be-
cause the mechanical safeguard, the ultimate failsafe, really wasn’t
an ultimate failsafe. They can fail in many ways, and that is ex-
actly what went wrong here and that is what happened on the
20th.Correct?

Mr. HAYWARD. What is clear is that the ultimate failsafe failed
to operate in this case. That is absolutely clear.

Mr. STUPAK. Why would a company like BP, when you are doing
this deepwater drilling, modify the ultimate failsafe if it is sup-
posed to protect the American people and our environment? Why
would you modify it, increase the risk of problems? You knowing
it, you sign a document. The contractor warns you not to do it, and
you still do it. That is the problem we are having.

Mr. HAYWARD. As I said, the blowout preventer is the failsafe
mechanism. It is designed to be exactly that.

Mr. STUPAK. Questions, Mr. Burgess?

Mr. BURGESS. Thank you, Mr. Chairman.

Mr. Hayward, it has been a long day.

You said earlier, if I recall correctly, that everyone in your orga-
nization, in the culture of safety, not only had the right to curtail
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operations but the obligation if they saw something going on that
was not safe. Is that correct?

Mr. HAYWARD. That is correct.

Mr. BURGESS. And in response to a question from the other side
of the dais, and I don’t remember who asked it, you also made the
assertion that the right people were making the decisions on the
rig. Did I hear that correctly?

Mr. HAYWARD. I believe that is the case.

Mr. BURGESS. Who is Donald Vidrine?

Mr. HAYWARD. He is the well site leader on—one of the well site
leaders on the Deepwater Horizon.

Mr. BURGESS. So he was referred to in a Wall Street Journal ar-
ticle as the company man or the BP man on the Deepwater Hori-
zon the day of the blowout. Is that correct?

Mr. HAYWARD. That is correct, yes.

Mr. BURGESS. I don’t know if you are familiar with the article
that was in the Wall Street Journal, and this has been several
weeks ago, on May 27th, I believe. They talked about a skirmish
between some of the Transocean folks, the chief engineer or chief
mechanic on the Deepwater Horizon, and the rig’s top manager,
Jimmy Harrell.

Are you familiar with that discussion that apparently was quite
a heated discussion? I think Mr. Gonzalez was actually the one
that brought it up.

Mr. HAYWARD. It is my understanding, Congressman, that that
account has been contradicted under oath in the Marine Board in-
vestigation and that there was no debate or skirmish or any other
heated discussion.

That is what—I can’t recall exactly who it was, but, under oath
at the Marine Board investigation, I believe it was the Transocean
tool pusher, testified that there was no either heated discussion or
debate or anything else.

Mr. BURGESS. Would that would be the tool pusher Miles Ezell?

Mr. HAYWARD. I believe that is the case, sir.

Mr. BURGESS. It wasn’t Dewey Revette, because he died in the
accident. And he was one of the other witnesses to the altercation.

Well, you know, if this occurred, even if it only partially occurred,
it just seems like there was enough discussion that someone should
say, “Wait, let’s not go forward with this because at least some of
our number feel it is unsafe.” And, again, you said that the men
would have the obligation, not just the right, to say let’s halt; he
would have the obligation to say, well, let’s get everyone on the
same page with this.

Am [ wrong to assume that?

Mr. HAYWARD. You are not wrong. And I think you can only con-
clude they all believed that it was right to proceed.

Mr. BURGESS. Are we ever going to get a chance to talk to Mr.
Vidrine? Will BP make him available to our committee?

Mr. HAYWARD. If you call him, of course.

Mr. BURGESS. Let me ask you another question. You said in re-
sponse to some information that came up that there was no evi-
dence that BP was focusing on the cost of drilling. And, yet, March
2010 strategy presentation, you stated, “We have added exploration
resources efficiently. Our discovery cost was $1.40 per barrel in
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2009. This is consistent with our track record over the last 5 years
of having the lowest discovery costs in the industry.”

Now, certainly, that would be enviable, except, in a culture of
safety, I mean, I might even spend $1.45 or $1.47, instead of just
$1.40, if it meant that it was a safe procedure.

So was maintaining the lowest-cost discovery in the industry pos-
sibly a factor in the decision-making on this well?

Mr. HAYWARD. None whatsoever.

But that metric is created by dividing the volume of barrels dis-
covered by the costs. And what it talks to is the success of our ex-
ploration program and the scale of the volume that we have discov-
ered, not anything to do with costs.

Mr. BURGESS. Well, but it does have something to do with cost.
Now, it has been reported that completion of the Macondo well was
running behind schedule. Is this accurate?

Mr. HAYWARD. I believe it was running behind schedule, that is
correct.

Mr. BURGESS. How far behind schedule?

Mr. HAYWARD. I don’t know the precise number.

Mr. BURGESS. What does it cost today to run a rig like that?

Mr. HAYWARD. That sort of rig, fully built up, the cost is probably
a million dollars a day or thereabouts.

Mr. BURGESS. So, even a couple of days over is a significant cost
driver on that $1.40-a-barrel minimal discovery cost in the indus-
try.

Mr. HAYWARD. Well, with respect, Congressman, the most impor-
tant thing was that actually we had made a discovery, and we
wanted to secure it in the proper way. And that was going to be
a far bigger driver of any value that the company was going to cre-
ate than the cost of the operation.

Mr. BURGESS. I don’t disagree with that. But, oh, how I wish that
that had been the case, as we are investing hearing after hearing
after hearing on this thing case and the darned thing is still bub-
bling down at the bottom of the gulf. That doesn’t seem to be accu-
rate.

Is your own investigation looking at the issue of whether or not
cost drivers were an issue in the problems that were created?

Mr. HAYWARD. Our investigation is covering everything.

Mr. BURGESS. So it wasn’t on your list, but, nevertheless, it will
be included in your——

Mr. HAYWARD. Well, my list is the early findings of the investiga-
tion in terms of the key areas to focus on—areas around cement,
casing, the integrity test

Mr. BURGESS. Got it.

Mr. HAYWARD. —well control procedures.

Mr. BURGESS. I got it. We are running out of time here.

But when you said your investigation was proceeding without
privilege early on in the hearing today—so it would also cover the
issues of whether or not cost drivers were an issue in creating the
problems?

Mr. HAYWARD. It will cover everything.

Mr. BURGESS. Thank you, Mr. Chairman.

You know, I would just echo what Mr. Scalise said earlier. We
get calls all day or night, faxes come in, people have got ideas on




123

how to fix our problem in the gulf. I really wish you guys would
open up an 800 number and take these things and vet them and
listen to what people are saying. Americans are terribly—we have
a lot of ingenuity in America. And people are watching that thing
that Mr. Markey made everyone’s computer screen show 24 hours
a day. It is driving people crazy to watch that thing bubbling in
the gulf. People are coming to us with solutions. There needs to be
a central location. I don’t care whether it is you, I don’t care wheth-
er it is Dr. Chu, but somebody needs to be vetting these things and,
if there is a reasonable idea out there, put it to work.

Thank you, Mr. Chairman.

Mr. STUPAK. Mr. Markey for questions.

Mr. MARKEY. Thank you, Mr. Chairman, very much.

Mr. Hayward, is the most optimistic date for the relief well to be
completed still August?

Mr. HAYWARD. That is our current timetable.

Mr. MARKEY. Is August also the earliest date the leak can be
stopped? Or will it take more time after the relief well is complete
before the flow of oil is permanently halted?

Mr. HAYWARD. The relief well will halt permanently the flow of
oil.

Mr. MARKEY. Mr. Hayward, in 2009, an independent firm that
BP hired to serve as its ombudsman, headed by former Federal
Judge Stanley Sporkin, substantiated that BP was violating its
own policies by not having completed engineering documents on-
board another BP rig operating in the Gulf of Mexico, the BP
Atlantis, when it began operating in 2007. One BP official warned
that the absence of these safety documents could lead to cata-
strophic operator error.

Let me read to you from an internal BP e-mail. And this goes
from Barry Duff, BP employee, to other engineers at BP. Here is
what he said. He said, “The P&IDs for subsea are not complete and
have not been approved, are handed over to operations. The cur-
rent procedures are out of date. The risk in turning over drawings
to the people out on the rig running the Atlantis that are not com-
plete are: number one, the operator, the BP operator, will assume
the drawings are accurate and up to date. This could lead to cata-
strophic operator errors due to their assuming the drawing is cor-
rect. Turning over incomplete drawings to the operator, the BP op-
erator, for their use is a fundamental violation of basic document
control. Having the project document control person turn over
drawings that are not complete places the onus on her that they
are the most current version. Currently, there are hundreds, if not
thousands, of subsea documents that have never been finalized yet
the facilities have been turned over.”

Mr. Hayward, BP’s managing attorney stated to the Associated
Press on May 15th of this year that BP has reviewed the allega-
tions and found them to be unsubstantiated.

Mr. Hayward, were all of the engineering documents and draw-
ings necessary to operate the Atlantis rig safely and fully com-
ple‘;ced before the Atlantis rig began operating in the Gulf of Mex-
1co?

Mr. HAYWARD. When this issue emerged, we conducted a full in-
vestigation and determined that all of the drawings that were nec-
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essary to start up the operation were available to the people start-
ing up the operation at the time the operation started up.

Mr. MARKEY. Mr. Hayward, Mr. Duff was relieved of his duties
in the middle of August of 2008. A new person was put in charge
as a result. His name is Ken Abbott. Ken Abbott has been testi-
fying all day in Washington across the street in the Natural Re-
sources Committee.

He is a whistleblower. He got fired 6 months after he replaced
Mr. Duff because he raised the very same concerns, that there was
not proper documentation on the BP Atlantis. He was fired even
though he raised issues that obviously have a lot of resemblance
to the kind of attention to the safety protocols that were part of the
BP-Horizon rig.

Is it part of your policy, Mr. Hayward, to fire employees who
raise questions about the safety of your rigs?

Mr. HAYWARD. No, it is not.

Mr. MARKEY. Well, Mr. Hayward, I am afraid that that is what
happened to Mr. Abbott. Because not only was he fired, but 2
weeks later they put out—and was told that he was just part of a
force reduction, but your company then put out an advertisement
to hire someone to replace him on that job.

Earlier, you said all of the other BP wells in the Gulf of Mexico
that had been completed are secure and are safe to operate. Do you
still stand by that?

Mr. HAYWARD. I do.

Mr. MARKEY. Now, do you know that Judge Sporkin said that it
is not true that the documents were completed when he substan-
tiated Mr. Abbott’s allegations? So how do you account for that,
that you hire an ombudsman, he is a former Federal district court
judge, he comes in, he does the evaluation, and he substantiates
the whistleblower’s allegations? How do you in any way justify
then firing the person who actually brought these issues to your at-
tention?

Mr. HAYWARD. As I said, the investigation concluded that the
drawings necessary for start-up were on the Atlantis facility. Judge
Sporkin, our ombudsman, is investigating the issue of unfair dis-
missal, which is quite appropriate.

Mr. MARKEY. Well, I ask for you to provide a copy of the inves-
tigation which you are conducting, Mr. Hayward, for the record.

Mr. HAYWARD. We can do that.

Mr. MARKEY. OK. We will put that in the record.

I think, Mr. Hayward, that the only thing worse than one BP rig
at the bottom of the ocean in the Gulf of Mexico would be two BP
rigs at the bottom of the ocean.

I think this is just another example of you running through all
of the red lights, all of the warnings. Judge Sporkin is one of the
most respected people in this city. He has corroborated the charges
that were being made by this now-fired employee who was raising
safety concerns.

I am afraid, once again, it is a blistering, scalding indictment of
the lack of a culture of safety that you had at BP. And I just think
that it is something that has to end before we see another disaster.

Thank you, Mr. Chairman.

Mr. StUuPAK. Thank you.
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Before I go to Mr. Latta, let me ask unanimous consent that we
have the document binder be entered in the record, provided that
the committee staff may redact any information that is business
propriety, relates to privacy concerns, or is law-enforcement sen-
sitive.

Mr. MARKEY. Mr. Chairman, may I just ask for 30 seconds, one
additional question?

Mr. STUPAK. Let me finish what I am doing here.

Mr. MARKEY. OK.

Mr. StupPAK. Without objection, the documents will be entered
into the record.

[The information appears at the conclusion of the hearing.]

Mr. MARKEY. May I just ask:

Mr. STtUPAK. It has to be really quick, Ed. You never ask a 30-
second question.

Mr. MARKEY. Mr. Hayward, will you shut down the BP Atlantis
until these safety questions have been answered?

Mr. HAYWARD. I believe they have been fully resolved, Congress-
man.

Mr. MARKEY. I do not think that that is the case.

Thank you, Mr. Chairman.

Mr. StuPAK. We will take time for Mr. Latta. Mr. Latta for ques-
tions, please?

Mr. LATTA. Thank you, Mr. Chairman.

If T could just follow up with some questioning that Ranking
Member Burgess was on, talking about the schedule.

My first question is, what is the process that BP executives have
developed when it comes to schedules, especially for the offshore
wells in the gulf? Is there a schedule? Who makes the schedules?

Mr. HAYWARD. The schedule, the drilling program for the—is
that the——

Mr. LATTA. Right. Who is in charge of the scheduling for those?

Mr. HAYWARD. The drilling programs are created by the engi-
neering team, overseen by the vice president for drilling and com-
pletions and the business unit leader and, in this case, the explo-
ration manager in the Gulf of Mexico.

Mr. LATTA. Now, are you consulted in the development and
maintenance of those schedules?

Mr. HAYWARD. I am sorry?

Mr. LATTA. Are you consulted at all in the development or main-
tenance of those schedules?

Mr. HAYWARD. I am not.

Mr. LATTA. Is there a committee higher up that is then consulted
at BP about those schedules?

Mr. HAYWARD. About the schedules of drilling?

Mr. LaTTA. Correct.

Mr. HAYWARD. There are several groups that would look at the
schedules of drilling.

Mr. LATTA. Now, I guess in a corporate structure, how high up
would those committees be or those groups that would be looked
at that?

Mr. HAYWARD. It would be within the Gulf of Mexico business
unit.
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Mr. LATTA. Let me ask this: Would a well of this type, being as
deep as it is, being as tough as it would be, it sounds like, to drill,
would that elevate it to a higher standing that folks higher up at
BP would be consulted on it? Or is it just still kept in the gulf with
that region right there?

Mr. HAYWARD. The design and operating practices would be
signed off at the level of the vice president of drilling and comple-
tions in the Gulf of Mexico.

Mr. LATTA. OK. So you would never be consulted on that then?

Mr. HAYWARD. No.

Mr. LATTA. Thank you very much, Mr. Chairman. I yield back.

Mr. STUPAK. Thank you, Mr. Latta.

Mr. Braley for questions, please.

Mr. BRALEY. Mr. Hayward, at the beginning of this hearing, I
showed you a couple of short video clips from two of the women
who testified last week at our field hearing in Chalmette, Natalie
Roshto and Courtney Kemp. And one of the questions they posed
during that hearing was what they would tell to their children
about why their fathers died on this Deepwater Horizon rig.

You began your testimony a very long time ago today with these
words: “The explosion and fire aboard the Deepwater Horizon and
the resulting oil spill in the Gulf of Mexico never should have hap-
pened.”

What do you think that those two young mothers should tell
their children about why this happened, based on what you know?

Mr. HAYWARD. Based on what I know, that this was a tragic acci-
dent involving many failure mechanisms. That is the reality. That
is why this happened.

Mr. BRALEY. Is there blame to go around among all of the compa-
nies that were working on that well site?

Mr. HAYWARD. I don’t believe now is the time to try and appor-
tion blame. I believe now is the time to try and understand what
happened. And that is what the investigations are trying to do.

Mr. BRALEY. Well, the reason I am asking that is because, during
other congressional hearings, there has been finger-pointing on.
And I assume you have been following what has been going on in
the hearings and are aware of that.

Mr. HAYWARD. As I said, I don’t believe that this is the time to
finger-point or apportion blame. I believe this is a time to under-
stand fully what caused this accident such that the industry and
BP can learn for the future.

Mr. BRALEY. Well, I am glad you brought that up, because one
of the things that BP has been taking responsibility for is the
cleanup costs and the payment of all legitimate claims. We have
heard that phrase over and over again.

And we have also seen press accounts where BP spokespeople
have said, as the responsible party, we are required to handle those
claims, and then we will wait until some later date to deal with
the apportionment of responsibility among the various parties.

Are you aware of that?

Mr. HAYWARD. I am.

Mr. BRALEY. Well, let’s talk briefly about the claims process and
some of the problems that are currently part of that process.
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One of the things we know is that, under the oil pollution claims
process, a claimant can’t file suit until a presentment of claim is
made. Are you familiar with that process?

Mr. HAYWARD. I am not familiar with the details.

But what I can say is we have set up an independent claims fa-
cility under Ken Feinberg. He will have the full authority to adju-
dicate on claims. Within that system, there will be an opportunity
for anyone to appeal to three judges.

That system does nothing to deny anyone any rights with respect
to any other claims process. It is simply a way of expediting the
claims process such that it is fair, efficient, and fast.

Mr. BRALEY. I want to talk to you about that, because this is
what I have been hearing from people involved in the preliminary
claims process with BP. I have been informed that BP’s position,
under their current claims process, is that a submission of a claim
is not a presentment for the purpose of beginning a claims process
under the Oil Pollution Act. And the reason BP has taken that po-
sition is because they do not consider it to be for a sum certain if
there are future losses that have not yet been determined or if
there are ongoing economic losses with no date certain.

Are you aware of this process?

Mr. HAYWARD. I am aware in general terms of the process.

Mr. BRALEY. Well, do you understand the problem that creates
for somebody with an ongoing economic loss, like Ronnie Duplessis,
the shrimp boat officer who testified at our hearing last week, who
is without work because the fishing beds that are part of what he
does for a living are not available to him?

Mr. HAYWARD. We are endeavoring—I believe we have put in
place a process whereby we pay money and it means nothing about
future liabilities.

Mr. BRALEY. Yes, but my question——

Mr. HAYWARD. No one has given away the opportunity to claim
future liabilities.

Mr. BRALEY. I am not implying that. I am talking about a proc-
ess that actually puts money in the hands of people who des-
perately need it because their income source has been destroyed by
this oil disaster at your rig.

Do you understand their frustration, when they have gotten a
check, in the case of Mr. Duplessis, for $5,000, which represents a
very small amount of the monthly gross income he gets from his
business, to feed his family?

Mr. HAYWARD. I understand fully. I have spoken to many people
on (iche gulf coast, to fishermen, to shrimpers, to small hotel owners,
and I——

Mr. BRALEY. Can you understand, then, sir, why they are frus-
trated? If BP is taking the position in this claims presentment
process that every time they cannot define their future economic
loss they have to submit another claim as soon as that loss be-
comes defined for a fixed period of time and then another claim and
another—do you understand how that could be frustrating?

Mr. HAYWARD. I do, Congressman. And——

Mr. BRALEY. So——

Mr. HAYWARD [continuing]. In terms of the last weekend—if you
would just let me finish, please—we have put in place a process for
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small businesses where they can project forward for the next
month what it is they expect to lose by way of cash flow, and we
will pay it now.

I am very conscious of the issue of small businesses who have on-
going cash-flow demands. So we are trying very hard to ensure
that money is paid in advance for commitments for people have al-
ready taken, rather than in arrears. And that is what we will con-
tinue to do.

Mr. BRALEY. And will that be part of the fund that Judge
Feinberg is administering?

Mr. HAYWARD. That process will be transferred into Ken
Feilg)erg’s process, and that is the basis on which we will move for-
ward.

Mr. BRALEY. Thank you.

Mr. HAYWARD. And in the course of the last week, we have paid
out over $15 million to small businesses on that basis.

Mr. STUPAK. Thank you, Mr. Braley.

Mr. Welch for questions.

Mr. WELCH. Thank you, Mr. Chairman.

Mr. Hayward, can you point to any single bad decision that was
made in connection with Deepwater Horizon?

Mr. HAYWARD. As I have said often today, I am not prepared to
point today, with a half-complete investigation, as to what was and
was not a bad decision.

There are many components to this accident, to do with, as I
have said, the casing, how it was run; the cement job, how it was
conducted; integrity tests that may or may not have been well-in-
terpreted. At all stages, everyone on the rig decided that the right
thing to do was to continue. We need to understand how that came
about.

Mr. WELCH. I understand that. But, with the benefit of hindsight
and whatever investigatory work has been done, both by you and
by others, at this moment, 57 days after this event, is there any-
thing you can identify that was done wrong?

Mr. HAYWARD. I am not able to draw that conclusion at this
time.

Mr. WELCH. OK.

Well, yesterday, Mr. Hayward, I think BP took a very construc-
tive step in agreeing to deposit $20 billion in an independently ad-
ministered fund to compensate victims and to pay for the cleanup.
It was a first step in establishing confidence in BP, confidence that
BP’s words would be matched by their deeds.

But today, regrettably, your appearance here has done a good
deal, at least for me, to erode that confidence. We know you are
not an engineer, and we know that you were not on the Deepwater
Horizon. But your answer 65 times that you don’t know to ques-
tions that were reasonably posed to you on both sides of the aisle
erodes confidence; it doesn’t inspire confidence.

You know, the question that any company has to ask itself is
whether it has strict procedures in place to make disciplined deci-
sions that give it confidence that, at a critical moment, where the
lives of its workers and the investment of its shareholders is at
stake, critical judgment will be exercised. And that is the obligation
of the CEO. However it is you accomplish that ability to hold your
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workers accountable and support them, that is the job of the CEO,
whether it is a small company or a large company.

And at that very critical moment when that well was going to be
capped and decisions had to be made about the ceiling of the well,
whether to use a cheaper and quicker casing design, whether to
use more or fewer casing centralizers, whether to run a critical ce-
menting test, whether or not to circulate drilling mud, it does not
appear that anybody was in charge.

And that is the erosion of confidence, because the lack of proce-
dures, the lack of people being in charge, and resorting to the least-
cost alternative clearly played a major role in this catastrophe.

I yield back.

Mr. StuPAK. Thank you, Mr. Welch.

Mr. Scalise for questions, please.

Mr. ScALISE. Thank you again, Mr. Chairman.

Mr. Hayward, going back for a few more of the questions that we
continue to have, why was a cement bond log not performed?

Mr. HAYWARD. I don’t know why a cement bond log wasn’t per-
form&:d. I wasn’t there. I didn’t take the decision. What I under-
stand——

Mr. ScALISE. I know you have to——

Mr. HAYWARD. What I understand from discussion with the in-
vestigation team is that the conclusion reached on the rig by BP,
Transocean, was that they had a good cement job, that they had
got returns at the surface, that the right volume had been pumped,
and they had pressure integrity.

Mr. ScALISE. And they based that on readings of some other test
that they performed, or——

Mr. HAYWARD. On the basis of those three things, they deter-
]I;lined that they had a good cement job. And it was on that

asis

Mr. ScALISE. So there is no BP procedure to perform that test.
You leave it up to the discretion of the company man on the rig
or somebody else on the rig?

Mr. HAYWARD. There is no requirement to perform a cement
bond log.

Mr. SCALISE. Are you going to change that policy and make it a
requirement?

Mr. HAYWARD. It is one of the things we need to look at in the
light of this accident.

Mr. ScALISE. When we talk about, you know, all these different
ideas—and, like I said, I just gave you some. We get lots of them.
I tried to filter some out. I don’t know if you have seen the presen-
tation of people putting hay in the water, and the oil comes on to
the hay and the water doesn’t, and then it rolls up and you can
clear that away—all kinds of ideas like that.

What is your process for all of these people that are submitting
ideas, many of which have tremendous merit and then none of
which we see being used in the water?

Mr. HAYWARD. Well, I think, with respect, we have used many
of the ideas that have been submitted, Congressman.

We do have a process, and there are thousands, hundreds of
thousands, actually, of ideas that have been submitted. And we
have a process to work through them and to utilize them. And we
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have used very many that have been submitted from individuals
across the United States.

Mr. ScaLISE. Well, hopefully we will be able to get some more of
those implemented. Because, as I said earlier, there is not enough
that you can do. If you have more ideas, try them all, because there
is a lot of oil in the gulf. And if something works, do more of it.
If it doesn’t work, you can go on to something else.

Is that structure just BP’s structure? Is there some unified com-
mand——

Mr. HAYWARD. It is part of the unified command structure.

Mr. SCALISE. So are there any Federal agencies involved in that?

Mr. HAYWARD. There is a team of people. So as e-mails and sug-
gestions come in, they are forwarded to a team of people, and they
are evaluated and implemented based on that team of people that
sits within the unified command structure.

Mr. ScALISE. Well, local people that are affected by this, we are
still hearing from lots of local people—fishermen that can no longer
fish; people that have oyster-processing companies and now some
of those oyster beds are closed so they have no oysters to process;
boat captains. These are all people that don’t want to just get some
unemployment check. They want to work, but they can’t work.

Many of them are frustrated that they are not being engaged to
work on the cleanup. And they are the ones most vested; they are
the ones on the ground who want this cleaned up with the most
urgency. And it seems like many of them are frustrated that they
are being shut out, and then they are seeing people bused in from
out of State that come in in the day and then they are bused out
again at night that just don’t have the same kind of passion. And
it is kind of confusing. Why are they not being employed, if they
want to work, if they are there on the ground?

Mr. HAYWARD. We made every effort to use everyone locally who
wants to participate. We have almost 10,000 Vessels of Oppor-
tunity—the local fishermen employed in the Vessels of Opportunity
program. And we have

Mr. ScALISE. I was notoriously told—and this was reported in
many media accounts, but I have actually spoken to the parish offi-
cial on the ground who actually did this. Just a few weeks ago,
there were 50 of those boats, Vessels of Opportunity, that were con-
tracted by you that were supposed to be putting out boom. Those
boats were sitting idle at the dock, not putting out boom, as oil was
coming into our marsh. And this parish official actually went out
and they commandeered a number of those boats and just went
and put it out themselves.

There is no excuse for that. What kind of method do you all have
in place? If you are just giving people a check and telling them to
sit the boat at the dock—we don’t need the boat at the dock. We
need the boat out putting the boom so that the oil doesn’t get into
the marsh.

And, again, it gets into this sense of urgency. It is not just about
writing checks. I mean, that is important, but it is even more im-
portant that the work gets done in a quick time frame. And that
is not what is happening. There is no quick turnaround. And then
things like that continue to happen.
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Are you going to change something on the ground to emphasize
that it is not just about running a PR campaign? We have things
that have to happen quickly because there just isn’t the time for
days to go by with these kinds of delays.

Mr. HAYWARD. Our focus is to continue to improve the quality of
the response and the engagement of the people in the initial area.
It has been the biggest challenge, and we continue to work it very
hard with the incident commander Thad Allen and the Coast
Guard.

Mr. SCALISE. Let me ask you, is the casing cracked or damaged
below the sea floor?

Mr. HAYWARD. We don’t know that, of course, because we haven’t
been able to get into the well.

Mr. ScALISE. There is nothing that you have seen that would
show that?

Mr. HAYWARD. We have no way of knowing that.

Mr. ScALISE. OK. And I know

Mr. STUPAK. Time, Steve.

Mr. SCALISE. And I apologize.

Mr. STUPAK. Go ahead, one more. Go ahead.

Mr. ScaLISE. Mr. McKay was here, testifying at the same table
you are at, on Tuesday. He said, quote, “The spill response has
been pretty effective.” And I strongly disagreed with him in that
hearing on Tuesday.

I would like to know if you agree or disagree with his statement
that the still response has been pretty effective.

Mr. HAYWARD. I think if any oil gets to the shore to impact the
environment, that it is not possible to declare a spill response effec-
tive.

In many dimensions, we have launched, implemented a very,
very significant effort. It has been recognized, as I said, by the
Coast Guard as beyond anything anyone has ever achieved in the
past. But

Mr. ScaALISE. And this disaster is beyond anything ever
achieved—I just hope to give you that sense of urgency. We need
the sense of urgency. We can’t have days——

Mr. STUPAK. Time has expired.

Mr. ScALISE. Thank you, Mr. Chairman. I yield back.

Mr. STUPAK. There is nothing to yield.

Ms. DeGette for questions, please.

Ms. DEGETTE. Thank you, Mr. Chairman.

Mr. Hayward, you told both Mr. Dingell and Mr. Scalise that the
conclusion BP reached was that there was a good cement job, there
was no requirement to perform the cement bond log test, and you
would look at whether that needed to be changed in the future.

So my question to you is, are you aware that Halliburton’s chief
safety officer, Tim Probert, told a Senate committee last month
that a cement bond log test is, quote, “the only test that can really
determine the actual effectiveness of the bond between the cement
sheets, the formation, and the casing itself”?

Do you agree with that statement?

Mr. HAYWARD. I am aware of his testimony, and I

Ms. DEGETTE. And do you agree with that testimony?




132

Mr. HAYWARD. I am not qualified to agree or disagree with that
statement.

Ms. DEGETTE. Well, is your technical expert, Mr. Zanghi, who is
here with you today, qualified to answer that question?

Mr. HAYWARD. I can ask him.

Ms. DEGETTE. Please.

Yes?

Mr. HAYWARD. Mr. Zanghi is not a cement bond expert.
th. DEGETTE. I am sorry, I can’t hear you. Can you move
the——

Mr. HAYWARD. Mr. Zanghi is not a cementing expert, but he is
a drilling engineer. And he

Ms. DEGETTE. He is a drilling engineer. And has he had experi-
ence with cementing as a drilling engineer?

Mr. HAYWARD. I am sure he has.

Ms. DEGETTE. OK. But yet he doesn’t know whether this test is
the only test that can determine the actual effectiveness?

Mr. HAYWARD. The fact is that the team on the rig concluded
flhzat they had three other mechanisms to determine that they

a —_—

Ms. DEGETTE. What were those mechanisms?

Mr. HAYWARD. It was the volume that had been pumped——

Ms. DEGETTE. I am sorry?

Mr. HAYWARD. The volume of cement that had been pumped,
which told they essentially where in the world the cement had
gone; the returns to the surface—that is to say, the cement had re-
turn to the surface; and a pressure test that confirmed that there
was ceiling.

Ms. DEGETTE. But also, as I mentioned in my first round of ques-
tioning, Mr. Hayward, the internal document, tab 6, page 9, which
I had you refer to, said that, because of the long string approach,
that you didn’t do the other type of approach, “Cementing simula-
tions indicate that it’s unlikely to be a successful cement job.”

So was that taken into account, when it was determined that the
cement was likely to succeed?

Mr. HAYWARD. I clearly can’t know that because I wasn’t there,
but one would——

Ms. DEGETTE. Yes. OK. I——

Mr. HAYWARD [continuing]. Assume that the team on the rig——

Ms. DEGETTE. I am sorry?

Mr. HAYWARD. I would assume that the team on the rig looked
at the data and determined that they had achieved a successful ce-
ment job.

Ms. DEGETTE. But, now, the team on the scene sent the test crew
away before the pressure testing was done. So how would they
have known that the cement was going to hold before they even did
the pressure testing?

Mr. HAYWARD. I can’t answer that question.

Ms. DEGETTE. Would you mind supplementing your testimony to
let us now how they would have known that?

Mr. HAYWARD. I can’t interpret what the people on the rig were
thinking at the time the decision was made.

Ms. DEGETTE. But you could ask them and have them tell us.
Would you do that, Mr. Hayward?
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hMr. HAYWARD. We can, certainly, as part of the investigation, do
that.

Ms. DEGETTE. Thank you very much.

Now, I want to ask you, because previously I asked you how
many deepwater wells that BP had—or I asked you if you had
knowledge of this well, and you said no. How many deepwater
wells has BP drilled since you were CEO of the company, in the
last 3 or so years?

Mr. HAYWARD. I don’t know the precise number. It is probably
on the order of 25 or 30 a year.

Ms. DEGETTE. You might be surprised to know, of the deepwater
wells, that it is a far fewer number than that. But you don’t know
the exact number, correct?

Mr. HAYWARD. I don’t know the exact number.

Ms. DEGETTE. OK.

I want to just ask you one last question. We have been hearing
a lot from people, from health care workers and from public health
folks, about the potential health consequences.

We have been talking a lot today about the economic losses and
this fund to reimburse people for economic losses.

I want to ask you, will BP also commit to paying for the long-
term health care costs incurred by workers and residents of the
gulf as a result of this spill?

Mr. HAYWARD. We have created a fund of $20 billion to cover the
claims resulting from——

Ms. DEGETTE. Let me ask you again. Let me just ask you again.
I know there is the fund, and we commend you, and we are glad
you did that.

But as part of the reimbursement, is BP committed to reimburs-
ing the workers and the residents of the gulf for their long-term
health care costs incurred as a result of this spill? Yes or no?

Mr. HAYWARD. If the independent adjudicator determines that
those are valid claims, they will be paid.

Ms. DEGETTE. So the only way you intend to pay those claims
is if it comes through this fund. Is that your testimony today?

Mr. HAYWARD. Twenty billion dollars is a very large sum of
money to pay claims from.

Ms. DEGETTE. I am sorry?

Mr. HAYWARD. Twenty billion dollars is a very large fund to pay
claims from.

Ms. DEGETTE. It is a large fund. And is it your view that part
of what that fund will be used for is to pay people for their long-
term health care costs incurred as a result of this spill?

Mr. HAYWARD. That will be a decision for the independent adju-
dicator.

Ms. DEGETTE. Well, if they asked you what you thought, would
you say, yes, the health care costs should be paid for from this?

Mr. HAYWARD. I think that is something that I will leave him to
decide. That is why we have appointed an independent adjudicator.

Ms. DEGETTE. So—see, this—if I may, Mr. Chairman?

Mr. STUPAK. Just another minute.

Ms. DEGETTE. Yes. If I may, Mr. Chairman, this is what is con-
cerning members of this committee and others about BP’s response
here. Because you had executives who have sat here and said that
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we will pay for all reasonable costs incurred. But then when we ask
direct questions, for example, about health care costs, you evade
the questions.

And all T want to know is, as part of the reimbursement of all
reasonable costs, health care costs that are incurred by workers
and residents of the gulf? It is not a difficult question, sir.

Mr. HAYWARD. I believe that if they are a direct consequence of
the oil spill, then the independent adjudicator will find them to be
claims that are legitimate under the fund.

Ms. DEGETTE. And would you support that, sir?

Mr. HAYWARD. I clearly would. But it is

Ms. DEGETTE. Thank you very much. Thank you very much for
your coming here.

Mr. HAYWARD [continuing]. It is for the independent adjudicator
to make the decisions. That is what we are trying to create.

Ms. DEGETTE. Well, just

Mr. StupAK. OK, oK, oK. Members are going to have 10 min-
utes—excuse me—10 days to submit additional questions if they
want, 0K? Because, I mean, we could go here all night, and I am
sure people would like to, but that concludes all of our

Mr. BURGESS. Mr. Chairman, I do want to ask one last question
on the letter that you and Mr. Waxman——

Mr. STUPAK. The June 14th letter, yes.

Mr. BURGESS [continuing]. The June 14th letter that, Mr. Hay-
ward, you indicated that you were briefed on this letter from Mr.
Waxman and Mr. Stupak; is that correct?

Mr. HAYWARD. That is correct.

Mr. BURGESS. Is there any part of this letter that you actually
dispute? I know you wouldn’t really answer Mr. Waxman’s ques-
tions, but are there parts of this letter that you actually do not
agree with?

Mr. HAYWARD. I think it is a statement of your conclusions at
this time.

Mr. BURGESS. But do you dispute the facts as stated in the let-
ter?

Mr. HAYWARD. I don’t dispute any of the facts, not any of the
facts. And as I have said all along, I would like to await drawing
conclusions

Mr. BURGESS. Yes, I understand.

Mr. HAYWARD [continuing]. Until all of the investigations are
complete.

Mr. BURGESS. If there are facts that you dispute, you would pro-
vide those to us within this

Mr. HAYWARD. I certainly will.

Mr. STUPAK. I am sorry, but I have to call this to an end, because
then down on this side they are going to want more questions and
I will want more questions, and we will be here until at least mid-
night, and we are not going to do that.

Mr. BURGESS. That is why we are the most important committee
in Congress.

Mr. STUPAK. I agree we are the most important committee in
Congress, but even important things must come to an end. And
right now it is coming to an end.
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Mr. Hayward, I want to thank you for being here today. You did
come voluntarily, and we appreciate that.

However, I think it is fair to say that Members are frustrated be-
cause the answers we have heard time and time again are phrases
like “I wasn’t involved in that decision,” “I don’t know,” “I can’t re-
call,” “we need to wait for the results of the investigation.” And we
had really hoped, by giving you information and the June 14th let-
ter, you would be better prepared to answer our questions.

I think the evasiveness of your answers only serve to increase
the frustration, not decrease the frustration, not just of Members
of Congress but of that of the American people.

So, I will thank you for being here.

This is going to conclude our hearing. I want to thank all Mem-
bers for participating.

The document binder is made part of the record.

And that concludes our hearing. This meeting of the sub-
committee is adjourned.

[Whereupon, at 5:30 p.m., the subcommittee was adjourned.]

[Material submitted for inclusion in the record follows:]
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Dear Colleague!

T.am pleased that the Energy and Commeree Committee minority hias been allowed to sponsor-.

Congressman Scalise’s site visit to the Guif of Mexico.” As part of this visitmy committes staff

has prepared the following background information for your review; which I hope you will find o

Lseful. Please feel free 1o contact e or the Republicah Energy and Commerce Committee staff -
- shiould you have any questions. : :

Sincerely,

/

_ Joe Barton
Ranking Member
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Information on the Deepwater Horizon
Oil Spill in the Gulf of Mexico

OIL & GAS INDUSTRY OFFSHORE DRILLING RECORD

e Offshore oil and natural gas development has been safely conducted for
more than 60 years. During that time, more than 42,000 wells have been
drilled in the Gulf, including more than 2,000 deepwater wells, or wells
drilled in water depths of 1,000 feet or more.

s According to the API, in the past 60 years, America’s oil and natural gas
industry has produced more than 16.3 billion barrels of oil in the Gulf of
Mexico ~with just 0.00123% spilled.

* Industry-wide, moreover, a 2009 API-commissioned report found that
annual spillage from offshore operations decreased by 87% from the 1970s.

e According to data from the Bureau of Ocean Energy Management,
Regulation, and Enforcement (BOEMRE), formerly Minerals Management
Service, safety has also significantly improved over the past decades;
between 1996 and 2008 the safety record improved by 80%,

# For combined operations on the U.S. Outer Continental Shelf, lost-workday
incident rates fell from a 3.39 annual rate in 1996 to a 0.64 annual rate in
2008.

e The strong environmental performance of offshore production facilities was
demonstrated in 2005 during Hurricanes Katrina and Rita when the industry
was able to shut down production of more than 3,000 offshore platforms
throughout the Gulf — with no loss of life or significant offshore spills.
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DEEPWATER HORIZON UNIFIED COMMAND

¢ The United States Coast Guard runs the incident command, and U.S. Rear
Adm. James A Watson is in charge on the scene in Louisiana. He answers to
Admiral Thad Allen, the National Incident Commander, who answers to the
President.

o The federal government has the majority vote in the unified command
overseeing procedures to stop the leak and to do the clean up.

DEEPWATER HORIZON OIL SPILL INVESTIGATIONS

o Our primary objectives at this stage are to stop the leak, contain and clean up
the spill, and understand the cause of the blowout so we can ensure proper
measures will be in place to prevent future incidents.

e There must be an objective, comprehensive investigation to find out the facts
and enable Congress and the industry to take appropriate corrective
measures and to determine whether new standards, procedures, or safeguards
are necessary.

¢ We must understand whether there was proper oversight and appropriate
advanced planning by the federal government, primarily the BOEMRE, the
EPA, and the Coast Guard to prepare for oil spills.

e We need to act reasonably to ensure safe expansion of future production and
responsibly and not react hastily. Over-reaction risks additional economic
hardship for the Gulf Coast and threatens the healthy economic growth of a
nation that requires a safe, secure energy supply.

e From the information learned in the investigation, the Majority and Minority
staff of the Energy and Commerce Committee are in the process of
negotiating a bill to be considered prior to the August recess to provide BOP
standards and safety requirements for certain high risk wells.
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O&I Deepwater Horizon Investigation:

Status Update

April 2010: The Committee on Energy and Commerce and its Subcommittee on
Oversight and Investigations initiated an investigation into the circumstances
surrounding the Deepwater Horizon rig explosion and oil spill. The Committee
requested documents from BP, Transocean, Halliburton, and Cameron.

May 4, 2010: Ranking Member Barton and O&I Subcommittee Ranking Member
Burgess requested Chairman Waxman and Subcommittee Chairman Stupak to invite the
testimony of the Secretary of the Interior at the upcoming hearing and request to include
review of federal actions as an integral part of the investigation. Interior Secretary
Salazar will be appearing before the O&I Subcommittee later this month.

May 7, 2010: The Committee participated in a Bipartisan Codel to the Gulf Coast to
review the spill for which Ranking Member Barton, O&I Subcommittee Ranking
Member Burgess, and Full Committee Member Scalise were in attendance.

May 12, 2010: The O&1 Subcommittee held a hearing entitled “Inquiry into the
Deepwater Horizon Gulf Coast Oil Spill.” The Subcommittee questioned the CEOs of
BP America, Transocean, Halliburton, and Cameron.

May 25, 2010: The Committee released details regarding BP’s Internal Incident
Investigation.

May 30, 2010: The Committee released a memo and documents concerning issues raised
in recent news media accounts related to the Deepwater Horizon Spill.

June 7, 2010: The O&I Subcommittee held a field hearing in Chalmette, Louisiana
entitled “Local Impact of the Deepwater Horizon Oil Spill.” Subcommittee Ranking
Member Burgess as well as full Committee Member Scalise were in attendance. The
Subcommittee received testimony from Natalie Roshto and Courtney Kemp, widows of
employees on the Deepwater Horizon at the time of the explosion. The Subcommittee
also heard from the Vice President of the Louisiana Shrimp Association, the Vice
President for the Dauphin Island Chamber of Commerce, a local commercial fisherman,
the President of Subra Company, and the President of the Institute for Marine Mammal
Studies.

June 8, 2010: Committee Chairman Waxman and O&I Subcommittee Chairman Stupak
requested the U.S. Chemical Safety Board to conduct an investigation into the causes of
the explosion on the Deepwater Horizon rig.
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June 14, 2010: Committee Chairmen Waxman and O&1 Subcommittee Chairman Stupak
sent a letter to Tony Hayward, Chief Executive Officer of BP, prior to his testifying
before the Committee, detailing the questions the investigation has raised about BP
decisions leading up to the Deepwater Horizon explosion.

June 17, 2010: Hearing with BP CEO Tony Hayward
June 22, 2010: Proposed hearing with Oil Spill response companies postponed.

June 25, 2010: MMS production of documents requested by the Committee and
Subcommittee on O&I leadership.

June 27, 2010: Hearing with Secretary Salazar postponed until after the July 4™ recess.
To Date:

o The O&1 Subcommittee has reviewed more than 110,000 pages of documents
including productions from BP, Transocean, Halliburton, Cameron,
Schlumberger, Anadarko, as well as a number of oil spill response companies
involved in recovery efforts.

o The O&I Subcommittee has and continues to conduct numerous informational
briefings and interviews from various stakeholders and experts regarding the
Deepwater Horizon explosion.

o The O&I Subcommittee received documents from the Minerals Management
Service. Staff is reviewing to determine the critical role this agency had
overseeing Deepwater Horizon drilling operations.
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Office of Response and Reéstoration - Emergency Response Division

Deepwater Horizon BP Oil Spill:
Modeling the Potential Long Term Movement of Oil

Obiective

The Natitnal Oceanic and Atmospheric Administration (NOAA} has used computer models to
estimate the potential threats to U.S. coastlings that might result if oil spilling from the Deepwater
Harizon site continues until a relief well successfully stops the flow. Although it is impossible to
pradict precisely where surface oil will go in the coming months, it is possible to analyze where
surface oif is mast likely to go by{a} using historical wind and ocean current records; and {b)
accounting for both natural processes of “weathering” and human intervention to recover and
remove the oil. This report will be updated as more information becomes avallable.

Major Findings and Implications
Tim details of the study are outlined in'the following pages, but the major findings are representedin
thie figures on the next page and include:

e The coastlines with the highest probability {81% — 100%} for impact -- from the Mississippl
River Delta to the panhandle of Florida— are already receiving oil.

s Along U.S. Gulf of Mexico shorelines, the oil is more likely to move east than west, with the
south coast of Texas showing a relatively low probability {less than 1%) for impact.

® Much of the west coast of Florida has a low probability (1% ~ 20%) for impact, but the Florida
Keys, Miami and Fort Lauderdale areas have a greater probability {61% — 80%) due to the
potential influence of the Loop Current.

e A projected threat to the shoreline does not necessarily mean that ol will come'ashore. It
means that oil or streamers or tar balls are likely to be in the general vicinity {within 20 miles
of the coast). Winds and currents will have to move the oil or tar balls onto the shore. Booms
and pther countermeasures would be used to mitigate the potential coastal contact once ol is
in the area.

+ The longer it takes ofl to travel, the more it will degrade, disperse, lose toxicity, and break into
streamers and tar balls. For example, any off that enters the Loop Current will take st least &
1 12 days to reach the Florida Straits, but could take much longer. Over that time, the il will
degrade and disperse, and any shoreline impacts to Keys, southeast Florida or beyond would
be in the form of scattered tar balls, not a large surface slick of oil.

#  As the Guif Strearmn moves northeast and angles away fram the continental US, there is an
increasingly lower probability of shoreline impacts from eastern central Florida tp thi-eastern
seaboard. If oil does reach these areas, it will be in the form of tar balls or highly weathered
streamers after traveling a thousand miles or more through the ocean.

s Implications. The findings cover potential impacts based on a stenario that assumes a
significant continuing spill. Some of these impacts may be weeks or months away or may not
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-materialize. In light of these uncertainties and extended timeframes, NOAA will continue to
work with the U.S. Coast Guard and other members of the response team to track the
movement of oil; including monitoring the toop Current, producing 72-hour projections of oil
movement and updating these longer-term msdkeis,‘ foinform states, communities,
businesses; consumers, and others. Updated information can be found at:

The two graphics below depict the composite results of 500 individual scenarios or runs of the model.
The model assumes that oil is released at an average rate 0f 33,000 barrels per day for 90 days. The
model predicts the location of oil after 120 days from the start. Figure 1 shows the probability of
shoreline threats that resulted in enough oll to cause a dull sheen within 20 miles:of shore:

However, a projected threat to the shoreline does fiot necessarily mean that ol will come ashore.
Figlre 2 shows the percentage of spill model scenarios that resulted in enough oil tocause & dult
shiean'in 3-giveh 20 by 20 mile grid.

Figure 11 Probabiiity.of Shoreline Threat, a5 of Day 120, for 533,000 barrels/day relsase for 90 days
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Figure 2: Percent of Spill Scenarios that would cause a dull sheen in a given grid as of Day 120 for a
33,000 barrels/day release for 90 days
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SETR B

Project Overview

The amount of oil being released by the Deepwater Horizon well has triggered widespread concern.
Reports about the Loop Current, which could carry oil from the Gulf of Mexico around the tip of
Florida, have expanded the geographic scope of interest. Responders across the Gulf and on the East
Coast have been asking whether they should be preparing for the arrival of Deepwater Horizon oil.
The public wants to understand the possible geographic scope of the environmental and economic
impacts of the spill. Although there are limits to forecasting future impacts, this analysis provides
some insights on the likelihood of various outcomes.

Beyond the continuing intensive efforts to contain, recover, and remove the ofl, the Federal
government will closely monitor the movement of the oil over time, particularly focusing on the
relationship between the Loop Current and the oil slick to help sharpen the outlook for impact to
South Florida and neighboring Caribbean nations. This information will give coastal states and
communities warning about potential threats of shoreline impacts to ensure that adequate
preparedness measures can be taken.

At present, the Loop Current does not appear to be a major source of transport of Deepwater
Horizon ofl to the Florida Straits or Gulf Stream. The top of the Loop Current has pinched off as an
eddy that is spinning clockwise in the Gulf, recirculating within the Gulf any oif that it has entrained.
NOAA will continue to follow the eddy and the Loop Current closely.

Lad
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To perform the analysis of potential for long-term impact to shorelines, NOAA ran the computer
model using 15 years of data on past winds and ocean currents in the Gulf of Mexico. NOAA ran this
model five hundred times to reflect the uncertainty in forecasting future winds and ocean currents;
each model run used a randomly selected subset of the 15-year data set. Each run of the computer
model predicts oil movement over a 120-day period. It is important to note that although modeling is
useful in characterizing what is more or less likely to happen, it cannot provide precise predictions
about oil movement. The modeling is based on a 120 day projection starting from day one of the spill.
It does not take the current footprint of the spill—which, approximately 70 days after the start of the
spill, has not entered the Loop Current—as the starting point.

A peer review of the data and NOAA method was conducted by experts from the U.S. Navy, Minerals
Management Service, Texas A&M, Texas General Land Office, Scripps Institution of Oceanography,
and BP. The final modeling analysis reflects their technical input.

Assumptions and Caveats
In running this computer model, NOAA used the following parameters and assumptions:

o One key assumption in modeling the spill is the flow rate of oil into the Gulf of Mexico. The
scenario assumes two different rates {one prior to the cutting of the riser pipe and a second
one after the cutting of the riser pipe), then it subtracts out the oil removed from the
environment, e.g., by skimming and burning. A gross flow rate of 40,000 barrels per day is
used from the sinking of the Deepwater Horizon on April 22 until the cutting of the riser pipe
on June 3, This number represents the upper bound of the estimate developed by the
National Incident Command Flow Rate Technical Group (FRTG). After the cutting of the riser
pipe, the model assumes that the gross flow rate increases to 60,000 barrels per day, again at
the upper limit of the range provided by the FRTG {the lower bound is 35,000 barrels/day).
These gross flow rates are then adjusted to account for the various mitigation efforts —
skimming, oil burning, and subsurface oil collection ~ to calculate a net flow of 33,000 barrels
per day for 90 days . The net flow rate reflects an average of 7,000 barrels per day for oil
burning and skimming throughout the 90-day period, and an average of 20,000 barrels per
day for subsurface containment through the top hat system after it was put in place on June 5.
These adjustments are averaged over the 90 days of flow which reflects the approximate
three-month window necessary for a relief well to be drilled. The mode! does not account for
the use of dispersant in reducing the overall volume of surface oil.

e The estimated net flow of 33,000 barrels per day was used as a conservative but reasonable
estimate that may overstate coastal risk somewhat. Other reasonable scenarios were
examined that involved different gross flow rates and benefits from mitigation efforts, but the
overali pattern of shoreline threat was not appreciably changed, so the 33,000 barrel per day
scenario was selected for presentation. For example, sub-surface containment has exceeded
20,000 barrels per day for short time periods, and the sub-surface capacity to capture more
than 50,000 barrels per day is expected to be operational by the beginning of July. The
efficacy of skimming and burning operations varies with the weather, so calm weather may
increase the daily removal rate through these mitigation measures, while rough weather may
decrease the daily removal rate. The risk that a hurricane may require the relocation of
surface vessels participating in the subsurface collection of oil, however, could resultin a
higher rate of flow from the well for some period of time. Finally, uncertainty about the
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timing of completing the relief well obviously affects the duration of the spill. As better
information becomes available, updated analyses will be posted at the web link cited at the
end of this fact sheet.

The model assumes that the "weathering” of the oil - the process by which oil naturally
breaks down and changes in the environment — occurs in a way that is typical of oils similar to
the Deepwater Horizon oil. The longer it takes oil to travel, the more it will degrade, disperse,
lose toxicity, and break into streamers and tar balls. Again, the model does not account for
the use of dispersants.

The mode! considers oil a threat to the shoreline if there is enough oil to cause a dull sheen
within 20 miles from the coast. A dull sheen was used as the threshold because that is
enough oil to be toxic to some organisms in the water column and potentially require the
closure of fisheries. Anything less than a dull sheen, the model does not consider to be a
threat to the shoreline.

A threat to the shoreline does not necessarily mean that oil wili come ashore. Winds and
currents will have to move the oil or tar balls onto the shore. Booms and other
countermeasures would be used to mitigate the potential coastal contact. Therefore, the
model may over-estimate the degree of potential shoreline threats from the spill.

Interpreting the Analysis

The probability map shown is a composite of the 500 individual scenarios for a net release of 33,000
barrels per day for 90 days. The colors indicate the percentage of the scenarios that resulted in
enough oil to cause a dull sheen within 20 miles of shore or the 20 by 20 mile grid over a 120-day
period. Main findings are summarized on page one.

There are several important factors to remember when interpreting the results:

1.

2.

The probability maps display the cumulative outcome of 500 individual scenarios. For
example, if 250 of the 500 scenarios displayed a shoreline threat for a particular coastal area,
the probability for shoreline threats at that area would be 50%. However, it is important to
understand that only one scenario will actually occur. in other words, not all the areas with
probabilities for shoreline threats will actually be affected. The winds, currents, flow rate, and
mitigation efforts that actually occur during the release period will determine oil movement.

This model considers surface oil only. The longer it takes oil to travel, the more it will degrade,
disperse, lose toxicity, and break into streamers and tar balls. For example, any oil that enters
the Loop Current will take at least 8 — 12 days to reach the Florida Straits, but could take much
longer. Over that time, the oil will degrade and disperse, and any shoreline impacts to
southeast Florida or beyond would be in the form of scattered tar balls, not a large surface
slick of oil.

NOAA is closely monitoring the movement of oil from the Deepwater Horizon spill through
aerial and satellite observations. NOAA is also providing daily forecasts to predict where the
oil is going to go within the next 72 hours. Although the Loop Current is not presently a
significant source of transport of oil to the Florida Straits, should a significant amount of
surface oil enter the Loop Current and begin to move toward the Florida Straits and eastern
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seaboard, NOAA will be able to see it, predict the movement, and help guide preparedness,
response and cleanup efforts.

4. Oil movement could continue beyond the 120-day time frame used in the model runs.

5. Unlike the 72-hour projections reported daily by NOAA, the long-term model reported here
does not initiate with the current footprint of the oil spill as the starting point — it initiates
with a release from the source on Day 1. To date, about 70 days after the start of the spill, a
significant amount of oil has not entered the Loop Current because of the specific location and
configuration of the currents, though in some of the modeling runs, oil is projected to have
done so. In that key respect, conditions thus far have been more favorable in reality than
some of the 500 model runs generated would represent.

NOAA will continue to revise this model as new data are gathered. Updated scenarios and
more information about the model can be found at:
http://response.restoration.noaa.gov/deepwaterhorizon/longterm outlook
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Release dater 08 July 2010

BP today m}wded n update Qﬂ dew fopments in he rasponse to the MC252 off well incident iny the Gulf of Mexico.

Bubsaa Sou o Containment

Two containment systems continug 10 collact ol and gas flowing from ihe Deepwater Horlzon's falled blow-out preventer (BOP) and
fransport them {o vessels on the surface

Tha lowsr maring riser package (LMRP) containment cap, instalted on June 3, fakes oll and gas to the Disceverer Enterprise where
off is ooflected and gas Bared. The second systern, which began operations on June 16, takes off and gas to the Q4000 vessel on
the surface where both off and gas are Sared.

OnJduly 3, & tolal of approximately 25,198 barels of off were collecied or flared by the two systems and 57.0 million cublc feet of gas
were fared. Specifically, the LMRP containment system connected to the Discovarer Enterprise collected 17,022 barrels of ofl, and
the Q4000 fared so additional 8,176 barrels of oil. To date, the fotal volume of oll colleciad of flared by the containment systems is
approximately 588,400 barrels. information on the volumes of off and gas that are collected or flared is updated twice dally on BF's
website, www bp.oom

Praparations continue for the next step in containment operations, Work on the frst Boating riser containment system planned 10 be
conneciad 1o the Helix Producer was delayed by heightenad sea slales caused by Hurricans Alex as it passed through the Guif of
Mexico, The Roating riser system is designed to allow more rapid disconnection and reconnection of the system, reducing the time
fhat collection may be impacted in the case of, for example, inclemant wenhmx: s currently anticipated that this first floating siser
system will be avaliable o begin first operations towards the end of the week

Plans also are baing o y additional containmaent capacity and flexibility. These projects are currently anticipated fo begin
operations around

The LMRF containment cap system, the Q4000 sysf(-”*m and the planned additional confainment systems have not been deploved
at these depths or under these conditions, and their sfficiency and abilty 1o contain or flare the off and gas cannot be assured.

Work on the first refief well, which started May 2. continues. The well reached a depth of 17,725 feet on July 4 and a sixth *ra”xgmg'
mun was completed. The second refief well, which starle: v 16, has now reached a measwed depih of 13,871 feel. Both wells are
alill o tdkc E: H,\ imately three months to complefs from commencemert of drifling.

ulf of Mexico, and

Work continues to collect and digparse off that has reached the surface of the sea, to protect the shoreline of the G
to coflect and clean up any oif that has reached shore.

Approximately 44,500 personnel, more than 6,583 vessels and some 113 airoraft are now engaged in the response effart

Operations 1o skim ol from the surface of the water were femporarily placed on hold for approximately three days because of the
effects of Hurricana Aiu( To datfk ’hese Qp@fahons have recoveraed, in total, approximately 673,487 barrels (23.5 million galions) of
i carried out fo date, ramoving an estimated 238,000 barrels of oil

The tota
{50 ml

ditiona! infon

deployed as part of efforts 1© prevent oif from reaching the cnast 8 now aimost 2.9 milion fest

Sdedh

To date, aimost 25,

fiave been submitied and more than 47,000 payments have been made, totadling almost §147 million

The cost of the response to date amounts o approximately $3.12 billion, Including the cost of the spill response, containment, reliel
well driffing. granis to the Guif states, claims paid, and federal costs. On June 16, BP announced an agreed package of measures,

including the creation of a $20 bitton escrow account to satisfy centain obligations arising from the oif and gas spill, 1t is too earlv fo

guantily other potential costs and liabilities associated with the incident

8P Press Office London: +44 20 7406 4078

BP Press office, UST+1 281 366 0265

www bp.com/guifofmexicoresponse
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NG 3208

wient of the Burgaw 6f Ocean baergy Maz‘wmmm the Bureay of Salety
and Environmental Enforcement and the Office of Nutural Resources Revenue,

Purpose. The purpose of this Order i w Separate and reassign the responsibilities that
. had been conducted by the Minerals Maﬁd@tmif}i Service into new management structures that
will iraprove dee management; oversight, and accbuntability of detivities on the Duer
~Continental Shelf: enswre a fair return to the faxpayer from foyalty and revenue collectiofrand
dishursement activities; and provide independent safety and environmental oversightand
enforcement o olffshore activities.

2 Authority. This €
of e Retrgnnization PL&

5 tsstied i accordance with the ;miwrm provided by See
 3.0f 1950 (64 Stat. 1262).

See. 3 Burenu of Ocean Energy Management:  Through this Order, and in accerdance with
the xi:‘& edule ser forth In Section 9, 2 Bureawof Ocvean Energy Management will be esblis
the Department. The Buteauof Ocean Crgy Management will be led by a Director, and
beunder the supervision of the: Assistant Secretare - Land and Minerals Munagoment, '§"m:
Buareau of Oc gy Management will exercise the conventional (eig il and g \3 and
renewable srelated managément functions of the Minerals Manager
otherwise erred pursuant to this Order including, but not Immcd 0, activ mm jE3Y 02\1;31,
resourcs evaluation, pluming, end Teasing,

Sec 4 Burenu of Safety and Envirenmental Enforcement: Through this Order, and in
gecordance with the wm&ﬁe set Torfivin Section 9, a Bureau of Safety and Environmental

% nforcement will be established inthe Depirtment, - The Buresu of Safetyand Environmental
forCement will be Ré by & Director, and ftwill be under %2!» ﬂumwmow of the Assistant
tary— Land and Minerals \iaxmocmcm iim saf anc’; onmen z&i g,f. : §§,E
fanctions of the Minerals Mana
mspect, §;m:szig&z& SLHT

vy

Sec. S Office of Natural Resources Revenue, Through this Order, and in accordance with the
schedule set forth in Section 9, the Office {}I‘Namm% Resources Revenue will beestablished in
the Depariment. The Office of Natural Resourées Revenue will be Ted by a Directorand will
be underthe supervision of the Assistant Secretary ~ Poliey, Mansgément and Budget. The
rovalty w enue management functions of the Minerals i\«immgmmm rvice indluding, bt
ot imited to, royalty and revenue collection, distribution, auditing and comphiance,
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THE ECONOMIC IMPACTS OF THE OIL AND NATURAL GAS INDUSTRY ON THE
U.S. ECONOMY: EMPLOYMENT, LABOR INCOME AND VALUE ADDED

Executive Summary

The oil and natural gas industry, a vital link in the nation's energy supply, makes
important contributions to the U.S. economy by providing an economical energy source
for transportation and the production of other goods and services. The oil and natural
gas industry currently supplies more than 60% of the nation's total energy demands and
more than 99% of the fuel used by Americans in their cars and trucks', while 800 of the
next 1000 U.S. power plants are projected to use natural gas.”

In addition to the important products made available by the oil and natural gas industry,
the industry also makes significant economic contributions as an employer and
purchaser of goods and services. The oil and natural gas industry is one of the largest
employers in the country, employing millions of Americans in exploring, producing,
processing, transporting, and marketing oil and natural gas. Millions of jobs in other
industries are supported by the oil and natural gas industry’s purchases of intermediate
inputs and capital goods from other U.S. producers. These businesses include
equipment suppliers, construction services, management services, food services, and
many other types of support services. These supporting businesses, in turn, purchase
goods and services, spurring additional economic activities. Further, employees and
business owners make personal purchases out of the additional income that is
generated by this process, sending more new demands rippling through the economy.

The purpose of this report is to quantify the contribution of the U.S. oil and natural gas
industry to the U.S. national and state economies in terms of employment, labor income
(including wages and salaries and benefits, as well as proprietors’ income), and value
added.® The direct impact is measured as the jobs, labor income, and value added
within the oil and natural gas industry. The indirect impact is measured as the jobs,
labor income, and value added occurring within other industries that provide goods and
services to the oil and natural gas industry. The induced impact is measured as the
jobs, labor income, and value added resulting from household spending of income
earned either directly or indirectly from the oil and natural gas industry’s spending. The
combination of these three effects comprises the total contribution of the U.S. oil and
natural gas industry. At the national level, this report quantifies both the industry’s
operational impact (due to purchases of intermediate inputs) and capital investment
impact (due to purchases of new structures and equipment). The report does not
address the economic effects of the use of oil and natural gas in the economy.

In 2007, the most recent year for which data are available, PricewaterhouseCoopers
estimates that, combining the operational and capital investment impacts, the U.S. oil
and natural gas industry's total employment contribution to the national economy
amounted to 9.2 million full-time and part-time jobs, accounting for 5.2 percent of the
total employment in the country (see Table E-1). The associated labor income,

" hitp:/fwww.api.org/aboutoilgas/ and http://www.energy.gov/energysources/oil. htm

2 hitp:/iwww.energy.gov/energysources/naturalgas.htm

3 Value added refers to the additional value created at a particular stage of production. 1t is a measure of
the overall importance of an industry. Value added consists of: employee compensation, proprietors’
income, income to capital owners from property, and indirect business taxes (i.e., those borne by consumers
rather than producers).
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including proprietors’ income, was estimated to be $558 billion, or 6.3 percent of the
national labor income total. The industry's total value-added contribution fo the national
economy was over $1 trillion, accounting for 7.5 percent of U.S. GDP in 2007.

Table E-1. Total Contribution of the Oil and Natural Gas Industry to

the U.S. Economy, 2007
ltem Amount Perc(:}rr::t;)lf us.
Operational Impact
Employment* 7,818,437 4.4%
Labor Income ($ millions)** 477,249 5.4%
Value Added ($ milfions) 915,370 6.6%
Capital Investment Impact
Empioyment* 1,418,944 0.8%
Labor Income ($ millions)** 81,012 0.9%
Value Added ($ millions) 121,690 0.9%
Total Impacts
Employment* 9,237,381 5.2%
Labor Income ($ millions)** 558,260 6.3%
Value Added ($ millions) 1,037,060 7.5%

Source: PricewaterhouseCoopers calculations using IMPLAN modeling system (2007 database).
Numbers may not add to totat due to rounding.

* Employment is defined as the number of payroll and self-employed jobs, including part-time jobs.
** Labor income is defined as wages and salaries and benefits as well as proprietors’ income,

The economic impact of the oil and natural gas industry reaches all 50 states and the
District of Columbia. Due to data limitations, this study has only quantified the oil and
natural gas industry's operational impact at the state level. The total number of jobs
directly or indirectly attributable to the oil and natural gas industry's operations ranged
from a low of 12,815 (in the District of Columbia) to more than 1.7 million (in Texas).
The top 15 states, in terms of the total number of jobs directly or indirectly attributable to
the oil and natural gas industry's operations in 2007 (Table E-2a) were Texas, California,
Oklahoma, Louisiana, New York, Pennsylvania, Florida, lllinois, Ohio, Colorado,
Michigan, Georgia, North Carolina, Virginia, and New Jersey. Combined these states
account for nearly 70 percent of the total jobs attributable to the U.S. oil and natural gas
industry's operations.
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Table E-2a. Total Operational impact of the Oil and Natural Gas Industry, 2007
Top 15 States, Ranked by Total Employment Contribution

Employment* Labor income** Vaiue Added
State Percent of . Percent of - Percent of
Amount State Total (¥ Million) State Total (§ Miition) State Total
Texas 1,772,335 13.1% 140,941 19.5% 203,780 24.2%
California 752,614 3.7%)| 54,122 4.6% 100,958 5.5%
Oklahoma 348,627 16.3% 22,550 24.7% 47,839 31.3%:
{ouisiana 330,053 13.4% 18,449 16.6% 35,986 20.6%
New York 281,267 2.6% 21452 3.0% 36,347 3.3%
Pennsylvania 271,250 3.8% 14,494 4.1% 25772 4.8%
Florida 267,277 2.6% 11,441 2.8% 19,946 2.8%
{ilinois 260,001 3.5% 16,853 4.2% 31,323 5.0%
Ohio 229,438 3.4%)] 11,121 3.7% 20,201 4.5%
Colorado 180,408 6.0% 12,438 7.7% 24,099 9.3%
Michigan 179,485 3.3%] 9,820 3.8% 17,711 4.4%
Georgia 145,806 27% 6,841 2.7% 12,082 3.0%
North Carolina 145,779 27% 8,007 2.6% 10,623 2.9%
Virginia 143,479 3.0% 6,923 2.7% 11,968 3.1%
New Jersey 143,342 2.8% 9,481 3.1% 16,853 3.5%:
Source: Pri 00pers using IMPLAN modeling system (2007

Numbers may not add to total due to rounding.
* Employment is defined as the number of payroll and self-employed jobs, including part-time jobs.
** Labor income is defined as wages and salaries and benefits as well as propriefors' income.

The oil and natural gas industry directly and indirectly supported 4 percent or more of the
total employment in 15 states in 2007 (see Table E-2b): Wyoming (18.8 percent)
Oklahoma (16.3 percent), Louisiana (13.4 percent), Texas (13.1 percent), Alaska (9.8
percent), New Mexico (8.1 percent), West Virginia (6.7 percent), Kansas (6.5 percent),
Colorado (6.0 percent), North Dakota (5.7 percent), Mississippi (5.5 percent), Montana
(5.3 percent), Utah (4.7 percent), Arkansas (4.4 percent) and Nebraska (4.0 percent).

Table E-2b. Total Operational Impact of the Oil and Natural Gas Industry, 2007
Top 15 States, Ranked by Employment Share of State Total

Employment* Labor Income™” Value Added
State Percent of - Percent of -~ Percent of
Amount State Total ($ Million) State Total {$ Miltion} State Total
Wyoming 71,063 18.8% 4,080 24.3% 8,432 29.4%
Oklahoma 348,827 16.3% 22,550 247% 47,839 31.3%
Louisiana 330,053 13.4% 18,449 16.6% 35,086 20.6%
Texas 1,772,335 13.1% 140,941 19.5% 293,760 24.2%)
Alaska 43,454 9.8% 3,143 13.5% 6,064 16.6%
New Mexico 88,814 8.1% 4,307 9.5% 8,202 12.2%
West Virginia 60,891 8.7% 2,740 7.4% 5412 9.4%
Kansas 118,051 6.5% 8,738 8.8% 14,029 11.4%
Colorado 190,408 8.0% 12,438 7.7% 24,009 8.3%
North Dakota 27,914 5.7% 1,346 7.6% 2,773 8.6%
Mississippi 83,820 5.5% 3,609 6.5% 7,244 8.4%
Montana 34,210 5.3% 1,584 7.0%. 3,324 8.9%
Utah 76,188 4.7% 3,960 5.9% 7.822 7.6%
Arkansas 69,640 4.4% 2,884 4.9% 5.589 6.0%
Nebraska 49,784 4.0% 2,743 5.6% 5112 6.7%
Seurce: Pri oopers using IMPLAN modeling system (2007 database).

Nurnbers may not add to total due fo rounding.
* Employment is defined as the number of payroll and self-employed jobs, including part-time jobs.
** Labor income is defined as wages and salaries and benefits as well as proprietors’ income.
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Table 6. The Direct, Indirect, and Induced Impacts of the Oil and
Natural Gas Industry to the U.S Economy, 2007

-
Sector Description Employment” Lat(:; ;:;;g:;e V?;uiiﬁgdrﬁd
Direct Impact of the Oil and Natural Gas Industry 2,123,291 199,344 456,971
Indirect and Induced Impact on Other Industries™": 7,114,090 358,916 580,089
Operational Impact 5,695,146 277,905 458,399
Agriculture 104,549 1,850 4,412
Mining 9,268 873 1,755
Utilities 22,523 3,695 12,637
Construction 207,528 10,507 12,964
Manufacturing 397,289 27,821 42,778
Wholesale and retail trade 892,854 35,359 57,983
Transportation and warehousing 206,629 10,341 14,012
Information 124,081 10,896 21,481
Finance, insurance, real estate, rental and leasing 708,422 40,399 124,795
Services 2,834,634 123,227 151,073
Other 187,359 12,937 14,510
Capital Investment Impact 1,418,944 81,012 121,690

Agriculture 17,993 343 785
Mining 1,630 164 313
Utilities 3,749 614 2,015
Construction 13,395 678 758
Manufacturing 283,535 22,115 30,544
Wholesale and retail trade 281,908 14,352 22,932
Transportation and warehousing 69,863 3,551 4,734
Information 41,778 4,310 7,843
Finance, insurance, real estate, rental and leasing 120,482 7.088 19,507
Services 564,840 26,235 30,647
Other 19,771 1,562 1,612

Total Economic Impact 9,237,381 558,260 1,037,060

Source: Prh Coopers calctdations using IMPLAN modeling system {2007 database).

* Employment is defined as the number of payrol and seif-employed jobs, i ing part-time jobs.

** Labor income is defined as wages and salaries and benefits as well as proprietors’ income.
*** Indirect and induced impacts on other industries exclude NAICS codes grouped under the oit and natural gas industry,

The remainder of this section provides more detail on the operational economic impacts
of the oil and natural gas industry at the state level. Due to data limitations, these state-
level impacts exclude economic impacts from capital investment in the oil and natural
gas industry.

Table 7a shows the sum of the oil and natural gas industry’'s indirect and induced effects
from its operations (i.e., not including its capital investment impact) in terms of
employment, value added, and labor income in the 50 states and the District of
Columbia, where the states are shown alphabetically. Table 7b is the same as Table 7a
except that the states are ranked in order of the indirect and induced employment effect.
in 2007, the five states with the largest combined indirect and induced employment
effects generated by the oil and natural gas industry were, in order: Texas, California,
Oklahoma, New York, and Louisiana. These top five states accounted for 46.2 percent
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of the oil and natural gas industry’s national combined indirect and induced employment,
47 .4 percent of the oil and natural gas industry's national combined indirect and induced
labor income, and 47.8 percent of the oil and natural gas industry’s national combined
indirect and induced value added in 2007.

Table 8a shows the direct, indirect, induced and total employment contribution of the oil
and natural gas industry from its operations in the 50 states and the District of Columbia,
where the states are shown alphabetically. Table 8b is the same as Table 8a except
that the states are ranked in order of the industry's total employment contribution from its
operations as a percent of each state’s total employment. Using this metric, the top five
states in 2007 were, in order: Wyoming (18.8 percent), Oklahoma (16.3 percent),
Louisiana (13.4 percent), Texas (13.1 percent), and Alaska (9.8 percent).

Table 9a shows the direct, indirect, induced and total labor income contribution of the oil
and natural gas industry from its operations in the 50 states and the District of Columbia,
where the states are shown alphabetically. Table 9b is the same as Table 9a except
the states are ranked in order of the industry's total contribution from its operations as a
percent of each state's total labor income. The top five states by this metric in 2007
were, in order: Oklahoma (24.7 percent), Wyoming (24.3 percent), Texas (19.5 percent),
Louisiana (16.6 percent), and Alaska (13.5 percent).

Table 10a shows the direct, indirect, induced and total value-added contribution of the
oil and natural gas industry from its operations in the 50 states and the District of
Columbia, where the states are shown alphabetically. Table 10b is the same as Table
10a except that the states are ranked in order of the industry's total contribution from its
operations to each state's GDP. The top five states by this metric in 2007 were, in order:
Oklahoma (31.3 percent), Wyoming (29.4 percent), Texas (24.2 percent), Louisiana
{20.6 percent), and Alaska (16.6 percent).

More detailed state-by-state operational impact resuits are included in Appendix A.

The primary data source for the direct impact of the oil and natural gas industry is the
IMPLAN 2007 database. The IMPLAN database represents a consistent set of
economic data processed from various published sources (such as the Bureau of
Economic Analysis's National Income and Product Accounts (NIPA) and Regional
Economic Information System (REIS), the Census Bureau's County Business Patterns
(CBP), and the Bureau of Labor Statistics’ Covered Employee and Wages Program
(CEW) in a variety of formats and under varying disclosure restrictions.

In cases where a NAICS code in our definition of the oil and natural gas industry does
not have a one-to-one correspondence with an IMPLAN sector, employment data from
the Department of Labor and Census Bureau for the NAICS code were used and
PricewaterhouseCoopers estimated the corresponding value added and labor income
using the IMPLAN database. Appendix B provides a more detailed discussion of the
data sources and estimating methodology.
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Table 7a. Indirect and Induced Impacts of the Oil and Natural Gas Industry's
Operations by State (Sorted Alphabetically), 2007

Employment* Labor income™* Value Added
State Percent of . Percent of . Percent of
Amount | ;' qoral | BMillion) | s ror | EMIOM | 45 rora
Alabama 61,815 1.1% 2,584 0.9% 4,324 0.9%
Alaska 26,600 0.5% 1,180 0.4% 2,090 0.5%
Arizona 71,628 1.3% 3,393 1.2% 5,686 1.2%
Arkansas 43,106 0.8% 1,636 0.8% 2,739 0.6%
California 592,885 10.4% 34,164 12.3% 55,433 12.1%
Colorado 141,042 2.5% 7,080 2.5% 11,735 26%
Connecticut 47,359 0.8% 3.316 1.2% 5,186 1.1%
Delaware 10,889 0.2% 819 0.2% 970 0.2%
District of Calumbia 11,102 0.2% 1,006 0.4% 1417 0.3%
Florida 205,363 3.6% 9,150 3.3% 15,311 3.3%
Georgia 104,609 1.8% 5,210 1.9% 8,735 1.9%
Hawaii 14,521 0.3% 636 0.2% 1,058 0.2%
idaho 18,235 0.3% 612 0.2% 1.027 0.2%
{Hinois 204,420 3.6% 11,146 4.0% 17,957 3.9%
ndiana 89,458 1.6% 3,838 1.4% 6,341 1.4%
fowa 40,496 0.7% 1.591 0.6% 2,696 0.6%
Kansas 80,260 1.4% 3,115 1.1% 5.291 1.2%
Kentucky 585,294 1.0% 2,248 0.8% 3,721 0.8%
Louisiana 221,050 3.9% 8,047 3.3% 15,015 3.3%
Maine 17,185 0.3% 668 0.2% 1,102 0.2%
Maryland 60,602 1.1% 3,190 1.1% 5,178 1.1%
Massachusetts 87,016 1.5% 5,652 2.0% 8,443 1.8%
Michigan 133,549 2.3% 6,394 2.3% 10,342 2.3%
Minnesota 80,278 1.4% 4,018 1.4% 6,449 1.4%
Mississippi 51,328 0.9% 1,838 0.7% 311 0.7%
Missouri 84,388 1.5% 3,754 1.4% 6,086 1.3%
Montana 21,357 0.4% 730 0.3% 1,296 0.3%
Nebraska 35,319 0.6% 1,378 0.5% 2,238 0.5%
Nevada 30,001 0.5% 1,494 0.5% 2,612 0.6%
New Hampshire 17,347 0.3% 847 0.3% 1,360 0.3%
New Jersey 110,908 1.9% 7.083 2.5% 11,420 2.5%
New Mexico 55,698 1.0% 2124 0.8% 3.481 0.8%
New York 225,118 4.0% 16,685 6.0% 25,803 5.6%
North Carolina 101,738 1.8% 4,546 1.6% 7.697 1.7%
North Dakota 16,126 0.3% 569 0.2% 964 0.2%
Ohio 164,025 2.9% 7,326 2.6% 11,759 2.6%
Oklahoma 250,321 4.4% 8,742 3.1% 14,948 3.3%
Oregon 44,415 0.8% 1,955 0.7% 3,180 0.7%
Pennsylvania 197,457 3.5% 16,075 3.6% 16,111 3.5%
Rhode island 11,895 0.2% 581 0.2% 923 0.2%
South Carofina 44,930 0.8% 1,828 0.7% 3.046 0.7%
South Dakota 11,719 0.2% 422 0.2% 744 0.2%
Tennessee 79,007 1.4% 3,676 1.3% 6,007 1.3%
Texas 1,340,188 23.5% 63,017 22.7% 108,000 23.6%
Utah 54,785 1.0% 2,218 0.8% 3,655 0.8%
Vermont 8,151 0.1% 314 0.1% 518 0.1%
Virginia 95,571 1.7% 5,008 1.8% 8,212 1.8%
Washington 81,254 1.4% 4,303 1.5% 7,032 1.5%
West Virginia 34,47 0.6% 1,302 0.5% 2,224 0.5%
Wisconsin 71,843 1.3% 3122 1.1% 5,050 1.1%
Wyoming 39,034 0.7% 1.470 0.5% 2,870 0.6%
U.S, Total 5,695,146 100.0% 271,905 100.0% 458,399 100.0%
Source; PricewaterhouseCoopers using IMPLAN system {2007 database).

Numbers may not add to total due lo rounding.
* Employment is defined as the number of payroli and self-employed jobs, including part-tme jobs,
** Labor income is defined as wages and salarfes and benefits as well as proprietors’ income.
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Table 7b. Indirect and Induced Impacts of the Oil and Natural Gas Industry's
Operations by State (Sorted by Employment Impact), 2007

Employment” Labor Income™ Value Added
State
mount| Frnet | wmion | G| mnon [ T

Texas 1,340,188 23.5% 63,017 227% 108,000 23.6%
California 592,885 10.4% 34,164 12.3% 55,433 12.1%
Oklahoma 250,321 4.4% 8,742 31% 14,946 3.3%
New York 225,118 4.0% 16,685 6.0% 25,803 5.6%
Louisiana 221,050 3.9% 9,047 3.3% 15,015 3.3%
Florida 205,363 3.6% 9,150 3.3% 15,311 3.3%
Hlinois 204,420 3.6% 11,146 4.0% 17,957 3.9%
Pennsylvania 197,457 3.5% 10,075 3.6% 16,111 3.5%
Ohio 164,025 2.9% 7.326 2.6% 11,759 2.6%
Colorado 141,042 2.5% 7,080 2.5% 11,735 2.6%
Michigan 133,549 2.3% 6,394 2.3% 10,342 2.3%
New Jersey 110,908 1.9% 7.083 2.5% 11,420 2.5%
Georgia 104,609 1.8% 5,210 1.9% 8,735 1.9%
North Carolina 101,739 1.8% 4,546 1.6% 7,697 1.7%
Virginia 95,571 1.7% 5,098 1.8% 8,212 1.8%
Indiana 89,458 1.6% 3,838 1.4% 6,341 1.4%
Massachusetts 87,016 1.5% 5,652 2.0% 8,443 1.8%
Missouri 84,389 1.5% 3,754 1.4% 6,096 1.3%
Washington 81,254 1.4% 4,303 1.5% 7,032 1.5%
Minnesota 80,278 1.4% 4,018 1.4% 6,449 1.4%
Kansas 80,260 1.4% 3,115 1.1% 5,29 1.2%
Tennessee 79,007 1.4% 3,676 1.3% 6,007 1.3%
Wisconsin 71,843 1.3% 3,122 1.1% 5,050 1.1%
Arizona 71,528 1.3% 3,393 1.2% 5,686 1.2%
Alabama 61,815 1.1% 2,584 0.9% 4,324 0.9%
Maryland 60,602 1.1% 3,190 1.1% 5,178 1.1%
New Mexico 55,698 1.0% 2,124 0.8% 3,481 0.8%
Kentucky 55,294 1.0% 2,248 0.8% 3,721 0.8%
Utah 54,785 1.0% 2,218 0.8% 3,655 0.8%
Mississippi 51,328 0.9% 1,838 0.7% 3111 0.7%
Connecticut 47,359 0.8% 3,316 1.2% 5,186 1.1%
South Carolina 44,930 0.8% 1.828 0.7% 3,046 0.7%
Qregon 44,415 0.8% 1,955 0.7% 3,180 0.7%
Arkanisas 43,106 0.8% 1,636 0.6% 2,739 0.6%
lowa 40,496 0.7% 1,591 0.6% 2,696 0.6%
Wyoming 39,034 0.7% 1,470 0.5% 2,670 0.6%
Nebraska 35,319 0.6% 1,379 0.5% 2,238 0.5%
West Virginia 34,47 0.6% 1,302 0.5% 2,224 0.5%
Nevada 30,091 0.5% 1,494 0.5% 2.612 0.6%
Alaska 26,600 0.5% 1,180 0.4% 2,090 0.5%
Montana 21,357 0.4% 730 0.3% 1,296 0.3%
New Hampshire 17,347 0.3% 847 0.3% 1,360 0.3%
Maine 17,185 0.3% 668 0.2% 1,102 0.2%
Idaho 16,235 0.3% 612 0.2% 1,027 0.2%
North Dakota 16,126 0.3% 569 0.2% 964 0.2%
Hawaii 14,521 0.3% 636 0.2% 1,056 0.2%
Rhode Istand 11,895 6.2% 581 0.2% 923 0.2%
South Dakota 11,719 0.2% 422 0.2% 744 0.2%
District of Columbia 11,102 0.2% 1,006 0.4% 1,417 0.3%
Delaware 10,889 0.2% 619 0.2% 970 0.2%
Vermont 8,151 0.1% 314 0.1% 516 0.1%
U.S. Total 5,695,146 100.0% 277.805 100.0% 458,399 100.0%
Source: Pri copers using IMPLAN ing system (2007 database).

Numbers may not add to total due to rounding.
* Employment is defined as the number of payroll and self-employed jobs, including part-time jobs.
** Labor income is defined as wages and salaries and benefits as well as proprietors' income.
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Table 8a. Employment Impact of the Oil and Natural Gas Industry's Operations

by State {Sorted Alphabetically), 2007

State Direct Indirect Induced Total Total Contribution as a %
Employment| Employment] Employment | Contribution] of State Total Employment
Alabama 32,917 17,834 43,981 94,732 3.7%
Alaska 16,854 10.010 16,590 43,454 9.8%
Arizona 25,157 19,158 52,370 96,685 2.9%
Arkansas 26,533 14,493 28,813 69,640 4.4%
California 159,728 163,781 429,105 752,614 37%
Colorado 49,366 46,438 94,603 190,408 8.0%
Connecticut 15,327 11,841 35,618 62,686 2.9%
Delaware 4,548 3,006 7.793 15,437 2.9%
District of Columbia 1.713 2,614 8,488 12,815 1.5%
Florida 61,914 52,765 152,598 267,277 2.6%
Georgia 41,197 25,632 78,977 145,808 27%
Hawait 4,018 3,406 11,114 18,539 2.1%
tdaho 7.765 4,192 12,043 24,000 2.6%
Hinois 55,581 51421 152,998 260.001 3.5%
indiana 37,898 26,315 63,142 127,355 3.5%
fowa 22,758 10,834 29,662 63,254 31%
Kansas 38,790 21,713 58,548 119,051 6.5%
Kentucky 32,196 16,503 38,791 87,490 3.6%
Louisiana 108,003 84,767 136,283 330,053 13.4%
Maine 12,712 4,170 13,015 29,897 3.6%
Maryland 17.622 14,057 46,545 78,224 2.3%
Massachusetts 25,070 20,819 66,197 112,086 2.7%
Michigan 45,946 35,768 97.781 179,485 3.3%
Minnesota 33,430 22,734 57,544 113,708 3.2%
Mississippi 32,492 17.480 33,847 83,820 5.5%
Missouri 38,430 24,602 59,787 122,820 3.4%
Montana 12,852 7.974 13,383 34,210 5.3%
Nebraska 14,465 8,606 26,712 49,784 4.0%
Nevada 13,049 8,254 21.837 43,140 27%
New Hampshire 8,909 4,489 12,858 28,256 3.1%
New Jersey 32,434 29,900 81.008 143,342 2.8%
New Mexico 33,116 20,961 34,737 88,814 8.1%
New York 56,149 49,962 175,155 281,267 2.6%
Neorth Carolina 44,040 25,416 76,323 145,779 2.7%
North Dakota 11,788 6,599 9,527 21,814 5.7%
Ohio 65,413 45,629 118,397 229,438 3.4%
Oklahoma 98,306 82,368 167,953 348,627 16.3%
QOregon 15,707 11.536 32,879 60,122 2.6%
Pennsylvania 73,792 55,084 142,374 271,250 38%
Rhode istand 4,265 2,714 8,181 16,160 2.7%
South Carolina 23,372 11,368 33,562 68,303 2.8%
South Dakota 8,223 3,224 8,495 19,942 36%
Tennessee 35,187 22,045 56,962 114,194 3.1%
Texas 432,147 421,747 918,441 1,772,335 13.1%
Utah 21,404 17.713 37.072 76,188 4.7%
Vermont 6,008 2,120 6.031 14,159 3.3%
Virginia 47,908 25,182 70,388 143,479 3.0%
Washington 25,362 21,724 59,531 106,616 2.7%
West Virginia 26,420 14,085 20,386 60,891 6.7%
Wisconsin 31,978 19,065 52,7718 103,821 2.9%
Wyoming 32,028 16,929 22,105 71,063 18.8%
U.S. Total 2,123,291 1,661,138 4,034,007 7,818,437 4.4%

Source: PricewaterhouseCoopers calculations using IMPLAN modeling system {2007 database).
Numbers may not add to total due to rounding.
Employment is defined as the number of payroll and self-employed jobs. including part-ime jobs,
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Table 8b. Employment Impact of the Oil and Natural Gas Industry's Operations
by State {Sorted by Employment Share of State Total), 2007

State Direct Indirect Induced thal ) Total Contribution as a %
Employment| Empioyment| Employment| Contribution| of State Total Employment
Wyoming 32,029 16,929 22,105 71,083 18.8%
Oklahoma 98,306 82,368 167,953 348,627 16.3%
Louisiana 109,003 84,767 136,283 330,053 13.4%
Texas 432,147 421,747 918,441 1,772,335 13.1%
Alaska 16,854 10,010 16,590 43,454 9.8%
New Mexico 33,116 20,961 34,737 88,814 8.1%
West Virginia 26,420 14,085 20,386 60,891 6.7%
Kansas 38,790 21,713 58,548 119,051 6.5%
Colorade 49,366 46,439 94,603 190,408 6.0%
North Dakota 11,788 8,599 9,527 27.914 57%
Mississippi 32,492 17,480 33,847 83,820 5.5%
Montana 12,852 7,874 13,383 34,210 5.3%
Utah 21,404 17,713 37,072 76,188 4.7%
Arkansas 26,533 14,493 28,613 69,640 4.4%
Nebraska 14,465 8,606 26,712 49,784 4.0%
Pennsyivania 73.792 55,084 142,374 271,250 3.8%
Alabama 32,817 17,834 43,981 94,732 3.7%
California 158,728 163,781 429,105 752,614 3.7%
Kentucky 32,196 16,503 38,791 87,490 3.6%
South Dakota 8,223 3,224 8,495 19,942 3.6%
Maine 12,712 4,170 13.015 29,897 3.6%
1tlinois 55,581 51,421 152,999 260,001 3.5%
indiana 37,898 26,315 63,142 127,355 35%
Ohio 65,413 45,629 118,397 229,438 3.4%
Missouri 38,430 24,602 59,787 122,820 3.4%
Michigan 45,946 35,768 97,781 179,495 3.3%
Vermont 6,008 2,120 6,031 14,159 3.3%
Minnesota 33,430 22,734 57,544 113,708 3.2%
lowa 22,758 10,834 29,662 63,254 3.1%
Tennessee 35,187 22,045 56,962 114,194 3.1%
New Hampshire 8,909 4,489 12,858 26,256 3.1%
Virginia 47,908 25,182 70,388 143,479 3.0%
Wisconsin 31,978 19,065 52,778 103,821 2.9%
Arizona 25,157 19,158 52,370 96,685 2.9%
Delaware 4,548 3.096 7.793 15,437 2.9%
Connecticut 15,327 11,841 35,518 62,686 2.9%
New Jersey 32,434 29,900 81,008 143,342 2.8%
South Carolina 23,372 11,368 33,562 68,303 2.8%
Washington 25,362 21,724 59,531 106,816 2.7%
North Carofina 44,040 25,416 76,323 145,779 2.9%
Georgia 41,197 25,632 78,977 145,806 2.7%
Nevada 13,049 8,254 21,837 43,140 2.7%
Massachusetts 25,070 20,818 86,197 112,086 2.7%
Rhode island 4,265 2,714 9,181 16,160 2.7%
Oregon 15,707 11,536 32,879 60,122 2.6%
idaho 7.165 4192 12,043 24,000 2.6%
Florida 61,914 52,765 152,598 267,277 2.6%
New York 56,149 49,962 175,155 281,267 2.6%
Maryland 17.622 14,057 46,545 78,224 2.3%
Hawaii 4,019 3,406 11,114 18,539 2.1%
District of Columbia 17113 2614 8,488 12,815 1.5%
U.S. Total 2,123,201 1,661,138 4,034,007 7,818,437 4.4%
Source; Pri oopers cal using IMPLAN modeling system (2007 database).

Numbers may not add to total due to rounding.
Employment is defined as the number of payroli and self-employed jobs, including part-time jobs.
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This is the third EPRINC assessmient of the blowout.* This report addfeéses the environmental,
economic, and revenue consequences 1o the federal government from the recently imposed ban on
deapwater drilling in the U.S. Guif of Mexico and all offshore drilling in the federal waters of arctic
Alaska. The assessment concludes that the recently imposed measures to curtall domesticexploration
in the deepwater will not substantially reduce the risk of an oil spill, but will impose severe and
potentially long-term economic costs, job losses, sethacks to U5, energy security, and fost fiscal

revenue.
EPRINC's Key Findines

+  “The environmental benefits of the moratorium are unclear. Offshore spills caused by blowouts
are extremely rare. From 1975 to 2008, blowouts ware responsible for the spitlage of only 1,300
barrels in the OCS {Outer Continenital Shelf). Reducing E&P ‘{Exptavaﬁcn and Production) activity
in the OCS, as the moratorium intends, will not necessarily reduce the risk of spillage.” Bacause ‘
the U.S. will have to offset lost production with imports, tanker traffic will likely increase.

Tanker accidents have historically released significantly more oil into U.S. waters than offshdre
E&P activity.

= The U.S. currently imports 9-10 million barrels of oil each day (MM bbifd). A reduction in
domestic production will need to be compensated by additional imports, The ElA {Eneray
information Administration} and other agencies are already forecasting lost production due to
the six month moratorium.

s The moratorium on deepwater activity puts thousands of existing jobs at risk in the Guif and will
raduce the potential for future job growth In the offshére ol and gas industry, currently
supporting an estimated 435,000 jobs. Exploration rigs are contemplating abandoning the Guif
as a result of the uncertainty created by the moratorium. This has long-term negaiive
implications for Gulf employment as well as oil and gas production.

®  OCS oil and gas production generates financial benefits for the federal government and the
broader economy. The federal government collects billions of dollars per year in royalties,

bonuses, rents, and income taxes from OCS production.

* EPRING has issuad two previous reports on
Prosidential Commission,” available at

the blowoir,
/fww gor

s
12
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s Pt the goifernment’s own estiates; the unexpioréd pottions of the OCS contain vast,

uhtappeé hydrocarbon resources.. EPRINC's calculations show that these resources could
genérate hundreads of billions of dollars in federal revenues over the next few decades if access

is not constrained by a moratorium,

Enargy Policy Research Foundation, Inc, 1031 3% Street, NW Washington, DC 20007 - 202.944.3338 - eprinc.org
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1. Introduction

On April 20, 2010, the Deepwater Horizon experienced a fire and explosion while conducting drilling
operations on the Macondo well in the Gulf of Mexico.” Control of the well was lost, backup safety
measures such as the blowout preventer {BOP) failed, and a large surge of methane reached the
operating facilities of the rig from the well bore, causing an explosion and farge fire. After fire boats
failed to put out the fire, the Deepwater Horizon sank. Eleven platform workers were killed and 17
others were injured from the accident. Oif and gas began to spill into the Guif of Mexico (GOM) from

the well hore.

A precise estimate of the spill volume remains difficult to calculate and Is a matter of continuing
controversy. Nevertheless, the spill has imposed severe costs on the tourism and fishing industries in
Guilf Coast communities and has caused damage to wildlife and the wider coastal environment. Crews
have been working to protect hundreds of miles of beaches, wetlands, and estuaries along the Gulf
Coast, using skimmer ships, floating containment booms, anchored barriers, and sand-filled barricades
along shorelines. The U.5. Government has named BP as the responsible party in the incident, and
officials have said the company will be held accountable for all cleanup costs resulting from the ol spill,
Several different attempts, each using a different engineering approach, have been made to stop the
flow of ol from the well into the marine environment, including most recently a system of containment
domes connected to ships on the surface. BP is also in the process of drilling two relief wells, either of
which offers the best prospect for a permanent end to the spill. These relief wells are uplikely to be

effective until August 2010,

in responss to the spill, the Obama administration has undertaken a full regulatory review of all federal
offshore operations, made substantial changes to the regulatory structure of the former Mineral
Management Service (MMS), created a new Bureau of Ocean Energy, imposed a six month ban on
deepwater and offshore arctic drilling operations {i.e., drilling taking place In water depths greater than

500 feet or offshore Alaska at any depth), and established the bipartisan Notional Commission on the

* nacondo is oif snd gas producing prospect in the Gulf of Maxico located approximately 40 mifes southeast of the Louisiana coast on
Mississippi Canyon Block 252 in the Guif of Mexico. At the time of the blowous, BP had completed an exploratory well to a depth of
approximately 18,000 feet below the seabed. The Deepwater Horlzon was operating in about 5000 feet above the seabed.  BP serves as the
aperator, holding 2 65% Interest in the prospect; Anadarko holds 25%; snd Mitsul holds the remalning 10%. For a discussion of the prospect
see Subseal( at Ritp.fwww subseal [data/Project.
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B8P Dee;iwater Harizon Oil Spifl and Offshiore Drilling.® The Comimission is tasked with providing
recommendations on how the government can prevent and mitigate the impact of any future spills that

result from offshore drilling,

I addition to the decision by the Obama administration to proceed with the investigative Commission
and 1o implement a six month ban on deepwater and offshore arctic drilling, various interest groups and
miembers of Congress have called for a more rapid transition to alternative fuels, immediaté
implementation of climate control legislation, and severe constraints on the development of domestic
affshore oil and gas resources as effective strategies to reduce the risk of off spills in the coastal rég§0ns
of the United States. Several injtiatives are also underway to increase the current Hability cap (375

million) of damages resulting from a spill.

* A recent decision by the Louisiana Federat District Court ovarturnad the ban, biut the Administration has announced its plans to appeal the
decision. Platts Oilgram News. June 23, 2010,

* The Gt Poflution Act of 1980 sutlines the regulatory authority for i ing partios and the government's role in responding to
an ol spill. See EPRING briefing memorandurn OFf Spifl In the Guif- Whe & in Charge? The report is available at http//www pring org/pdf/QPA-
Briafing.pdf

Energy Pollcy Research Foundation, Ine, 1031 31 Streat, NW Washington, DC 20007 - 202.944.3339 - eprinc.org
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11. Ol Spills

The History of Offshore Drilling in the Bulf of Mexico

in 2001 U.S. despwater oil production surpassed shallow water production.® The federal waters of the
Gulf of Mexico’s Quter Continental Shelf {OCS) currently have over 7,000 active oil and gas leases with
over 4,000 Exploration and Production (E&P) platforms in operation. These facilities produ‘cé roughly
1.7 million barrels per day (MM bbi/d}, accounting for over 90 percent of all offshore U 5. olf pradiiction
(federal and state waters combined} and one third of all U.S. crude oif production. Eighty parcentof LS.
offshare ofl production comes from wells opérating at water depths of 1000 feet or more.®
Approximately 2.5 triflion cubic feet {tof) of natural gas are produced annually in the Guif's OCS,
accounting for 10% of LS. natural gas production. An additional 128 MM bbls {barrels} per year of

natural gas figuids are produced in the Gulf's OCS,

Since 1947 over 50,000 wells have been drifled in the Guif's federal waters. Over 4,000 of these wells
have been drilled in water depths of greater than 1,000 feet. Approximately 700 wells have beén drilled

in water depths of 5,000 feet or greater.”

Spills from E&P activities are rare in the Guif of Mexico and in all American waters. The Macondo spill is
the first offshore domestic E&P spill to release more than 100,000 bbis. The scale of the Macondo spill
is unprecedented in the history of the Gulf's 50,000 wells ~ blowout induced spills in particular have
been exceedingly rare in the Gulf. Reports from the Department of Interior {(DO1} show that from 1979
10 2009, “s total of approximately 1,800 barrels was spifled on the Federal OCS as a result of bowout
events.”® From 1980 to 2009 there were 125 spills in the 05 over 50 bbis. The spills averaged 216 bbls
each, totaling 27,000 bbls over a 30 year time period. Table 1 below provides a summary of spills in the

QCS since 1960,

° BAMS defines deepwater as 1000 feet and shallow water a5 500 fest

* pepartment of Interior, “Increased Safety for Energy Deve i on the Quter Comtinental Shelf” May 27, 2010,
Tt e e | rizonfioader.cfm? ur i) zeiD=33338

7 ibid

€ tbid
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4,051,000

Soures: Department of Interior Data

As Table 1 above illustrates, OCS oil spills have diminished since the 1860s and 1970s gven as production

has continued to grow,

Following the Exxon Valdez spill in 1989, tanker spillage in U.S. waters declined significantly even as
volumes of crude oil imported into the U.S. via tankers increased - in part due to legislation requiring
double hulls.

A Brief History of the World's Worst OH Spills

Ol spifls have been prevalent throughout the history of the petroleum era; however, spills caused by
loss of well controf are extremely rare, particularly in U.S. waters. The most common large
anthropogenic spills usually come in the form of tanker accidents, Historically, tankers have been
responsible for four times the amount of oil In U.S. waters than E&P activity, Figure 1 below shows the
world's 10 largest ofl spills in the moder petrofeum era. {Also see EPRINC's map on page 12 of the 10
fargest spills.) Tanker accidents represent the most frequent source of oil spills in Figure 1 and are

comparable in total volume.

Energy Policy Research Foundation, Inc, 1031 31 Street, NW Washington, DC 20007 - 202.944.3339 - eprinc.org
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Of the spills listed in Figure 1, only two wers caused by a blowout {excluding Macondo) and seven were

causad by tanker accidents. The Gulf War spill was caused by Irayi forces sabotaging Kuwaiti oil fields as

they retreated from Kuwait during the Persian Gulf War. An estimated 5.7 - 8.7 MM bbls were leaked

into the Persian Guif. The lxtoc | spill was caused by a blowout In the shallow waters of the Bay of

Campeche, adjacent to the Gulf of Mexico. Petroleos Mexicanos {PEMEX) was drilling the two mile déep

ixtoc | well when a loss of drilling mud circulation caused a blowout and ignited the rig, causing it tosink

on top of the well-head. Attempts to activate the blowout preventer (BOP) failed. Ten months later the

well was plugged with a relief well. The ixtoc | well was estimated to have spifled 15,000-30,800 barels

per day over the course of ten months and fouled approximately 200 miles of Texas beaches.m Pemsx

paid no ability claims for environmental damage. The Fergana Valley spill is the only other spill in

Figure 1 not related to a tankering accident. The spill was caused by a blowout and an estimated 2

rillion barrels were leaked before the well ceased flowing on its own.

® Sinee 1950, Somse sowrces consider the fourth largest spill to be a 2 MM bbi spill in 1934 from a leaking pipefine ino the Kolva River in Russia

near the Barents Sea.
© NCAA, O Spilf Case Histovies, 1932
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Figures 2 and 3 below show the ten largest tanker spills in and near U.S. waters and the largest marine
spills in U.S. waters caused by blowouts. Prior to the Macando spill, the ten fargest U5, marine

blowouts combined were smaller than any one of the ten largest tanker spils in U5, waters.

Figure 2. Largest Tanker Spills in and near U.S. Waters
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Figure 3. Largest U.S, Marine Off Well Blowouts
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Other Environmental Considerations

Petroleum enters the maring environment through a range of sources. The National Academy of
Sciences released a study in 2003 examining the primary sources of petroleum in American waters,
“Drilling and Extraction” is the smallest source, accounting for less than 1% of all petroleum in American
waters, The movemant of petroleum by tanker accounts for approximately 4% of total petroleum in
American waters. Natural seeps account for nearly two-thirds (63%) of oil in America waters. “Cars,

boats and other sources” represent nearly a third of petroleum in American waters.

Figure 4. Petroleum in Americon Woters

1
i

Petrojeum in American Waters

Comewolwam o Drillingand
: Transportath o “extraction
{tankering] GrRIiRRE L
: L%
Cgars boats
coand ether
“sourses

Sosoes National Resdony o 2eim

Tanker accidents have historically released significantly more oil into U.S. waters than offshore E&P
activity. Thus, a reduction in drilling activity will shift the risk of spillage from local production to

tankering because the U.S. will likely have to import additional volumes of il to offset lost domestic

" 04 in the Sea li: inputs, Fates, and £ffects, 2003, The National Acadermnies Prass

Energy Policy Research Foundation, Ine, 1037 31« Street, NW Washington, DC 20007
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offshore production. it will also shift environmental an& safety risks to other parts of the world where

environmental and social standards for oil production might not be as stringent as they are in the US.

Energy Policy Resesrch Foundation, ing, 1031 31« Street, NW Washingten, DC 20007 - 202.844.3339 - eprinc.org
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{il, Economic Costs

Since the Macondo blowout and spill, over 33,000 Guif Coast business owners and workers have filed
claims for lost income, ™ All of the major industries in the Gulf: fishing, shipping, tourism, and oil and

gas, have been severely impacted by this incident.

Thousands of square miles of the Gulf Coast are closed to fishing, 2 $2.8 billion dollar industry in
Louisiana alone.”® Many fishermen have already been put out of business in the past months and are
likely to feel the negative effects of this spill fong after the well is sealed. And while fishing is a relatively
small contributor to the Gulf economy compared to tourism and ofl, it plays an important role in terms
of job creation as well as driving tourism.™ Tourism, the second largest industry in the Gulf, has already
begun to feel the impacts of the spill, although many beaches actually remain clean and open. Florida
has reported cancellations up to three months in advance and Mississippi has seen cancelation rates as

high as 50 percent,™

“ Robbie Brown and Michael Cooper, “BP Pays Out Claims, but Setisfaction Is Not included.” June 6, 2010,
hitp/ fwww nytimes.comy 2010706707 fus/OTclaims tamd
¥ The Lowistana seafood industry generates $1.8 hillion in retail sales annually. R ional fishing approxi 51 bittion. See
ingss < bt fww i oM news/2010-04- 28/ ol spill-i ils f-roast-fishing-industry-updatel- html in comparison, oit
sates from Guif DCS production would generate about $40 bilion annually a1 $70/bbi.

* The Gulf coast brovides 0.3% of U.S. seafood. The U.S. imports 83% of its seafood and 90% of its shrimp. See Wall Street Journal, “impact on
Seafood Prices is Limited,” June 21, 2010, hrtp://ontine.wsi.com/article/SBIN00142405 2 7487034385045 753 14563 269981870 hitm!

* Stevn Harg 5, “Oit Spilt Damages Spread Through Gulf Economies”, June 3, 2010,
hitp:/fmoney.cnn.com/2010/05/30/news/economy/gull_sconomy/indes him

Energy Policy Research Foundation, Ing, 1031 3%aStreet, NW Washington, DC 20007 - 202.544.3339  eprinc.org i3



182

Figure 6 below shows the productive value of the top four U.S, Gulf Coast industries.

Figure 6. Productive Value of the Largest U.S. Gulf Coost Industries

% billion

Oil and Gas Tourism Fisheries Port/Shipping

Sewire: Guif of Maxico Origin, Waters, and Biota Volume 2, Qcean and Coastal £conomy

The Gulf Coast petroleum industry, the reglon’s largest industry, has suffered a severe setback from the
Macondo blowout and subsequent moratorium on offshore drilling at depths beyond 500 feet. There
are 4,000 active oil and gas platforms in the Gulf of Mexico, Existing Gulf production is dependent on
new drilling to help stem decline rates — notoriously steep in the Gulf's deepwater oil wells, Figure 7
below, provided by the National Oceanic and Atmospheric Administration {NOAA], shows the active Gulf

0CS production platforms as of June 2008,

 jamas €. Cato. Guif of Mexico Qrigin, Waters and Biota Yolume 2, Dcean and Coastal Economy. Texas ASM University Press. 2009, Values in
Figure 7 can vary widely depending on commaodity prices {2.g., Figure 7 assumes and il price of $28.50/bb}) and therefore should be
ronsidered a conservative estimate of the relative values of the included industries.

Enargy Policy Research Foundation, inc, 1031 310 Street, NW Washingion, DC 20007 - 202.944.3339 - eprinc.org
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EFP

Figure 7., Active Gulf OCS Ol and Gas Platforms

Source: NGAA, Revised june B, hy

According to a recent estimate from the MMS, “offshore operations” in America provide 150,000 direct
jobs.”” The same operations support an additional 285,000 indirect jobs, bringing total offshore
employment {direct and indirect} to roughly 435,000 jobs.™ Considering the Gulf Coast contributes over
90 percent of U.S. offshore off production (both state and federal), 80 percent of which comes from
wells in depths over 1,000 feet, a reduction in offshore drilling activity natlonwide will predominantly
impact Gulf Coast employment.’”® Mare specifically, the majority of ol and gas in the Gulf of Mexico is
produced in the Central Planning Area, the coastal regions off of Louisiana, Mississippl, and Alabama ™
Recent estimates of potential job losses suggest that 10,000 deepwater rig jobs are at risk in addition to
25,000 indirect jobs in supporting industries such as food service, transportation, drilling equipment,

cleaning, construction, and port staff.?

Department of the Interior, “ince Safety for Energy D on the Duter Continental Shelf.” May 27, 2010

** Based on MMS direct employment data and indirect employmant multiplier for the petroleum and natural gas sector of the U 5, ecanomy
from the Economic Policy institute. “Updated Employment Multipliers for the U.S, Economy,” josh Bivens, August 2003

Ppenartment of the Intarior. “increased Safety Measures for Energy Development on the Outer Continental Shelf,” May 27, 2010

™ rames C. Cato, Gulf of Mexico Origin, Waters, and Biota Voluma 3, Ocean and Coastal Econorny, Texas ARM University Press. 2009,

Stave Hargreaves, “Drilling 8an: Tha Jobs at Stake.” lune 24, 2010,

hitp:/fmoney.con com/ 203006/ 24 /news/e jiing jobs_at_steke/indehtm

Energy Policy Research Foundation, Inc, 1031 3
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Thirty-three active deepwater drilling rigs were idled by the moratorium, The total economic impact to
the Gulf region alone from shutting down these 33 rigs for a year could cost the region’s sconomy gver
$10 bitlion. Other estimates suggest each idled rig could risk as many as 1,400 jobs. Lost wages per rig

per month could be as high as $10 million or $330 million {all 33 rigs).”

There is strong worldwide demand for these deepwater rigs. And many of the more modern rigs
command daily rates between $500,000 and $650,000. The likelihood that these rigs will soon go

abroad is increasing given the uncertainty of their work in US Federal waters, ™

Lost Production Expected

As Figure 8 below demonstrates, Tederal Gulf of Mexico crude oll production represents a significant
portion of the nation’s petroleum supply. The Gulf is currently responsible for 30 percent of domestic

off production and as of January 2010 was producing at its highest rate ever, 1.7 MM bbi/d.

Figure 8. .S, (Blue) and Federal OCS [Gulf Const in Red, California in Green) Crude Production
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 tndustey analyst data and EPRINC caloulation

“piational Qeean industries Association, fune 2, 2010, “Thousands of Jobs and Billions of Dollars In Government Revenue at Risk From Six-
month Guif Drilling Halt Says National Ocean Industries Association Chairman”, httpi//www.nola.org/website/article, asp?id=38561

* Rhonda Brammer, “Safe Harbor in Deep Water,” March 30, 2009,

http/fondine barrons.com/articla/SB12382018028696 2525 himitfarticlaTabs_panel_srticle®3D1

13%
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The six month moratorium on deepwater E&P activity will have an appreciable impact on production in
both the short and long-term. The Energy Information Administration (EIA) projects that the
moratorium will reduce production by 26,000 bbl/d in the fourth quarter of 2010 and 76,000 bbl/d in
20117 A sampling of assessments by investment banks forecast lost production from the moratorium
ranging from 100,000 bbl/d to 400,000 bbi/d should the ban remain in place for 6-12 months. The
International Energy Agency {IEA} estimated possible lost production at 100,000-300,000 bbi/d by 2015
as a result of “tighter legislation” from the spill. Shouid other oil producing countries adopt similar
restrictions, the world could lose 800,000-900,000 bbl/d of production, according to 1EA's forecast, 1EA
said the spill could be a “supply-side game changer” for deepwater ol production--the source of half of

all global upcoming developments—should other producers also tighten deepwater access.™

Qak Ridge National Laboratory (ORNL) released a study in 2006 that estimated the cost to the U.S.
economy of every barre! of imported oil.” ORNL found that the cost of imported ofl to the 1.5,
economy is $13.58/bbl (in 2004 US dollars) in addition to the market price. This cost includes both a
monopsony component (the estimated effect the U5 has on world oil prices as the world’s largest
consumer of crude oil) and a cost for macroeconomic disruptions to the U.S. economy. ORNU's
calculations do not include environmental or foreign policy costs. ORNLs study has been used by
National Highway Transportation Safety Administration {NHTSA} to provide justification for increasing
corporate average fuel economy {CAFE} standards®™ and by the Environmental Protection Agency (EPA)

to promote the National Renewable Fuel Standards Program {RFSLZ},29

in 2009 dollars, the incremantal benefit to the U.5, of reducing ol imports by 1 barrel is estimated to be
$14.70.°° With petroleum imports for 2010 likely to average approximately 9 MM bbl/d, imports wilt

cost the U.S, economy an additional $48 billion {in addition to the cost of the oil itself). Lost Gulf

P E18 June 2010 Short-term Energy Outlook

** platts Oilgram News. “fEA: 1 million b/d at risk from Guif spill” June 21, 2010

P0ak Ridge National Laboratory. Estimating the Energy Security Senefits of Reduced U.S. O
imports. Bup fwww.epa gov/OMS renewablefusts/ornl-tm-2007-028. pdf

Pnational Highway Transportation Safety Ad tration.

Bt/ fweww nhtsa.dot.gov/portal/nihtsa_static_file_¢ jep?filex/staticfiles/ DOT/NHTSA/ ing/Rul i 96 20F fes/CAFE
Final_Rule_MY2011_ERIA pf

 For a discussion of EPA'S caltufations on the contribution and justification for subsidies for fuels see

WRW P, 9, 2009

 According o the Federal Reserve’s Price Adjusted Broad Dollar Index for July 2004 and July 2009

Energy Policy Research Foundation, Ine, 1031 31« Streat, NW Washington, DC 20007 - 202,944,.3330 - eprinc.org
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w@afg@cr{ab, which will be suppiaméd liy imports, wilt tosi th‘ekkUS ecénomy 513 hiﬂion‘per year if
250,000 bbl/d of production are-lost: Fig\ire 9 below shows anhual lost gross revenues from ol sales
and thé ORNL's economic penalty for oil imports over a range of Iost production amounts and an oil
priceof S75/bhi

Figure 8 Annugd Lost Revenues aid Economic Costs of Lost Domestic Production
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bblfd bbi/d bbifd bbi/d bbl/d

Solirce: EPRING Calculations, ORNL Data

Sorne legislators and policy makers-are recommending the U.S, scale back the offshore leasing program
and replace the lost production with alternative fuels and conservation. However, su‘ch a strategy

represents a false choice. As shown in Figure 10 below the U.S. imports appmximare!y 9 MM Bhi/d of

crude ol imp prasent the ™ inal barrel” to the U.S. economy and until these imports fallto

zero, any lost domestic production will be replaced by imports.

Energy Policy Research Foundation, inc. 1031 31w Street; NW Washington, DC 20007 - 202.944.3339 - eprinc.org 18
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Alternative fuels can help to reduce net imports of crude ofl and petroleum products, but these
atternatives {biofuels, electric vehicles, natural gas vehicles} offer only limited opportunity to
substantially lower ol imports in the near to medium term, Over the next 10-20 years the likelihood of
transitioning Into an environment of significantly less off imports is low. Even under the most optimistic
scenario for using alternative fuels and technologies, the U.S, will import large volumes of petroleum.
in its 2009 Annugf Energy Outlook, the EIA projected U.S. tiquid fuels consumption at 20.2 MM bbl/d in
2020 and 21.7 MM bbl/d in 2030. 1f the Energy independence and Security Act of 2007 {EISA 2007} is
met in 2022, it will contribute just 2.35 MM bbl/d of renewable transportation fuels. The remainder of
projected U.S. liguid fuels consumption will presumably be supplied by domestic crude oil production

{currently 5 MM bbi/d) and crude ol imports.

Energy Policy Research Foundation, Inc. 1031 31« Street, NW Washington, DC 20007 - 202.944.3339 - eprinc.org i
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Figure 11 below shows the projected net import share of U.S, liguid fuels consumption from ElA’s 2008

Annual Energy Outiook.

Flgure 11. Net import Share of U.S. Liguid Fuels Consumption in Three Cases {1980-2030)
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in the high oil price scenario, the U.S, will be Importing about one third of its liguid fusl needs from 2020
through 2030, equivalent to about 7 MM bbi/d. in the reference case, imports will account for 40-45%
of liguid fuels consumption. In the low price scenario, imports will be relied upon to cover over half of

the country's liquid fuels consumption.

Energy Policy Research Foundation, inc. 1031 31. Street, NW Washington, DC 20007 - 202.944.333% - eprinc.org
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Potential Resources and Federal Revenues

Should the federal government restrict further OCS exploration it will leave hillions of barrels of oil and
trillions of cubic feet of gas in the ground. Leaving these resources in the ground will not prevent
equivalent quantities of oil and gas from being consumed; instead, unrealized production of oif and gas
will largely be replaced by imports. it will also leave behind vast sums of potential revenues. The
following figure shows MMS’ estimates for undiscovered, economically and technically recoverable oil,

gas, and NGL {natural gas liquid) reserves across the four segments of the OCS.

Figure 12. MMS Mean Estimate of OCS Resource Potentio!

250

= Alaska Gulf of Mexico Atlantic Pacific
Git {Bhis}) 26.61 44,92 3.82 1053

Gas {Tef) 132.08 : 232.54 36.99 : 18.29
i BOE (Bbis) 5011 ; 86.3 : 0.4 13.78

Source: MMS, Assessment of Unidiscoverad Technically Recoverable Oif and Gas Resources of the Nation's Outer Continental
Shelf, 2006, http:/ faww. mms.gov/ravaldiv/PDFs/2006NationalAssessmentBrochure.pdf

it should be noted that MMS’ estimates of undiscovered technically recoverable resources {UTRR) in the

OCS for oil and gas have nearly doubled since 1996. MMS attributes the bulk of these gains to the

Energy Folicy Research Foundation, Ine, 1031 23« Street, NW Washington, DC 20007 - 202.944.3339 - eprinc.org a1
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inclusion of deepwater resources, which have become increasingly accessible over the past decade due

to technological advancements.™

The above figure contains MMS' mean estimates for potential reserves throughout the ént%re Qcs
{reserves are potentially higher or lower within a range of 124.68 billion BOE to 215.82 billion BOE),®
MMS' estimates do not include several potential sources of ofl and gas, namely resources requiring
enhanced oil recovery techniques and unconventional resources such as “low permeability "tight’

»

reseIvoirs

By the government’s own estimates, the OCS contains an additional 160.5 billion BOE of economically
and technologically recoverable resources, 55% of which are believed to be oil, There remains much
upside to this estimate when one factors in the relatively high price of oif and the exclusion of
unconventional “low permeability” resources which have seen rapid onshore growth since 2006 (e.g.,
shale gas). To put Figure 12 in perspective, the estimated oil reserves, if proven, would quintuple U5,
proven crude ofl reserves, making the United States the world's fifth largest holder of proven réserves.
The estimated oil reserves would enable the U.S, to produce an additional 4.4 MM bbl/d for 50 years —

an B8% increase to current production.

What are Undiscovered OCS Resources Worth to the Federal Government?

Hydrocarbon production generates billions of dollars per year for the federal government.® The MMS
{which Is now being separated into three distinct agencies) has historically been responsible for
callecting revenues from federal offshore production. These revenues typically come from three
sources: royalty payments from energy production on federal OCS leases, bonus payments from lease
auctions, and annual lease rental payments, The federal Government also collects revenues from ol

and gas production in the form of corporate income taxes.

EPRINC has attempted to quantify the value of the revenue stream to the federal government
{production royalties and federal corporate income taxes) which would be generated by the production

of the resources in Figure 12, assuming production is spread evenly over 50 years. Such an estimate

= See appendix figure 2.

% B0 includes oit and natural gas with natural gas converted to a BTU equivalency with oil, i should be noted that any reserve estimate is
inherently uncertain untit a resource is discovered through the E&P process,

“See Appendix on past federal revenues.

Energy Policy Research Foundation, Ing, 1031 31« Streat, NW Washington, DC 20007
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-

contains many uncertainties and assumptions; however, it provides a reasonable and conservative
estimate of the potential federal revenues in the OCS. This should help put the value of the country’s

0CS resources in perspective,

Table 2 below shows EPRINC's estimated federal take from rovalties and federal income taxes generated
by the production of the oil and gas resources delinested in Figure 12, Table 2 assumes production is
spread equally over 50 years and is shown in both nominal undiscounted dollars and the present value

of the federal take with a 5% and 10% annual discount rate. ™

Table 2. Potential Federal OCS R ~ Dise d and Undisc o

$1,163.63

$1,054.49

TR
$390.97

23207
$200.92

Source: EPRING Caleulations

* PPRING has used several assumptions to generate Table 2: A nominal price of $34.75 per BOE across the 50 year time period, {This figure
assumes a constant off price of $75/bb! and gas price of 55/mcf. it reflerts a blend of S5% oil and 45% gas on a BTU basis.) Operator costs of
$34/0kl, which includes ing expanses, jon e ses, and DD&A (Depletion, Depreciation and Amortization), Prataxincome of
$20.75. Anincome tax rate of 35%, or $7.26/BOE. A royalty rate of 12%, or $6.57/B0E. {Accarding to MMS data for 2001-2008, the effective
royalty rate for oif was 12.26% and for gas i was 17.14%.}

Energy Policy Resgarch Foundation, inc. 1031 31 Streat, NW Washington, DC 20007 - 202.944.3339 » eprinc.org
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PRING

The above table and previous figure llustrate the potential value of the OCS to the federal government
{although such estimates come with a great deal of uncertainty). The unexplored portions of the OCS
could increase federal revenues by hundreds of billions of doflars over the coming decades. Bonus bids

and rental payments would generate tens of hillions of dollars in additional revenues.

Energy Policy Research Foundation, Ing. 1031 31« Street, NW Washington, DC 20007 - 202.944.3338 - eprinc.org
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. Conclusion

in response to the BP spill, the Obama administration has placed a moratorium on despwater drilling in
the Guif of Mexico and in all waters offshore Alaska. Although a recent court decision has struck down
the moratorium, the administration likely can pursue alternative strategies to keep the moratorium in
place through new regulatory programs. In addition, considerable evidence exists to suggest the
moratorium is not likely to reduce net risk from offshore drilling and is likely increasing risk as losses in
domestic production will be compensated through imports which will increase tanker activity. The
reduction in exploration opportunities will also lead to the loss of well trained pefsonne& and modern
deepwater rigs as capital and fabor begin to leave the Gulf to find work elsewhere. With regard 1o
deepwater prospects, the world petroleum industry has more opportunities than can be addressed with
existing crews and advanced drilling rigs. Opportunities denied in the Gulf of Mexico will see both

capital and expertise move to other petroleum provinces.

Critics of efforts to continue LS, deepwater production argue that the U.S, resource base is too small to
make much difference in energy security. A recent analysis by Resources for the Future forecasts only
modest increases in world ofl prices as a result of delays in the development for deepwater oif and gas
resources in 1.5, waters.”™ Some environmental groups have argued that the 8P spill demonstrates the
need for a rapid transition to alternative fuels, despite the reality that any loss in U.S. domaestic
petrofeum output will result in higher oil imports — even under the most optimistic scenario of policy

strategies that substitute alternative fuels for petroleum based liquid fuels.

The explicit or implicit conclusion from the critics of deepwater ol and gas development is that the risks
are unacceptable given the rewards. These assessments miss the point. it is neither the size of the U.S.
resource base, nor its modest consequences on world prices that is relevant, but rather the net value of
the rescurce to the national economy. The critical issue for U.S. policy makers is how to preserve and
capture the high value of the domestic oif and gas resource base for the American publicand to do so at
an acceptable risk.” As the administration moves forward to address the pace of deepwater

developmeant and regulatory programs which will regulate that development, careful attention must be

® See Stephan P.A, Brown, “Some Implications of Tightening tation of U8, D Drifting,” Resourcas for the Future, Bacl
Jung 2010, it/ ey 1 org, ications/Pages, licath it asp) ticatl =21196
* A upcoming paper by EPRING will address alternative regulat Do 1es for the risks of offshore deilfing aperations.

Energy Policy Research Foundation, Inc. 1031 31« Street, NW Washington, DC 20007 - 202.944.3338 - eprincorg
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given to not only those strategies that will minimize risk, but to approaches that will capture the high

value of the resource for the American public.

Energy Policy Research Foundation, Inc. 1031 31 Street, NW Washington, DBC 20007 - 202.944,3339 - eprinc.org
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V. Appendix

Appendix Figure 1. Net Present Volue of Potentiol Federal OCS Revenues from Undiscovered Ol and
Gos Reserves with a 5% Discount Rate.
800
&
8
:Z  Royalties
4§ Taxes

0 2 4 6 8§ 10121416 1820 22 24 26 28 30 32 34 36 3B 40 42 44 46 48 50

Year

Source: EPRINC Calculations and MMS Data. Assumes production is spread equally over 50 vears.
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Appendix Figure 2, MMS Estimates of OCS UTRR since 1996,

Source: MMS, http:/ferww.mm idfie/POFs/ 206N ati Srachure.pdf
Receipts and Distribution of Revenues from Offshore Oil and Gas Production

Revenues collected from offshore operations are distributed by MMS to various sectors of the Federal
government, states, and several other groups and programs as directed by law. Fiscal Year (FY) 2008
disbursements set an MMS record at $23.5 hillion, with the lion's share generated by oil and gas
royalties and bonuses, Revenue distributions for 2009 was lower than 2008, but still substantial at over

$10 billion. Table 1 below shows the disbursements for FY 2009 revenues.

Energy Policy Research Foundation, ine, 1031 3% Street, NW Washington, DC 20007 - 202.544.3338 - eprinc.org
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Appendix Toble 1, 2008 MMS Disbursements

:U,S. Treasury

34 Americar ndian Tribes and

Reclamation Fund for Water Projects

Land and Watsr Conservation Fund

- Historie Preservation Fund

Totak L .

Souree: MMS: O, gas, and NGL royalties accounted for 71% of total FY 2009
dishursements.http:/ A mem.mms. gov/intro/PUFDocs /20091116 paf

Figure 3 below shows total revenues related to offshore oif and gas production. With the exception of
2008, {a year in which highly sought after leases in the Guif of Mexico were auctioned, raising nearly $10
billion in bonuses alone) royalties, bonuses, and rents combined have generated revenues in a range of

$4 o S8 billion annually since 2001.

31 31eStreet, NW Washington, DC 20007 - 202.944.3339 - eprinc.org

Energy Policy Research Foundation, Inc. 1
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Appendix Figure 3. OL5 Qil and Gas Revenues
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Source: MMS Dats

Figure 4 below shows annual DCS production of ofl, gas, and NGLs {natural gas liquids). Gas has been

converted to barrels of ol equivalent {boe} basis — 5.6 mm BTU (million British Thermal Units) of gas per

barrel of pil,
Appendix Figure 4. Federal OCS Of, Gas, and NGL Soles Volumes
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Source: MMS Data, EPRINC Calculations

Energy Policy Research Foundation, inc. 1031 31 Street, NW Washington, DC 20007 - 202,944.3339 - eprinc.org
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Case 2:10-cv-01663-MLCF-JCW Document 68 Filed 06/22/10 Page 10f3

UNITED STATES DISTRICT COURT

EASTERN DISTRICT OF LOUISIANA

HORNBECK OFFSHORE SERVICES, CIVIL ACTION
L.L.C ET AL.
VERSUS NO. 10-1663
KENNETH LEE “KEN” SALAZAR SECTION “g~
ET AL.

ORDER

This Court having considered the Motion for Preliminary
Injunction of Hornbeck Offshore Services, L.L.C., Bee Mar-Worker
Bee LLC, North American Fabricators, L.L.C., Bee Mar LLC, Offshore
Support Services, L.L.C., Martin Holdings, LLC, Bollinger Algiers,
L.L.C., Sea Fluids, L.L.C., Bollinger Marine Fabricators, Inc., C-
Port 2 LLC, Bee Mar-Bayou Bee LLC, Bollinger Amelia Repair, LLC, C-
Port LLC, Fourchon Heavy Lift, L.L.C., C-Innovation, Bee Mar-Bee
Hive LLC, Bee Mar-Queen Bee LLC, Bollinger Shipyards, Inc., Clean
Tank, LLC, Bee-Mar-Honey Bee LLC, Tampa Ship, L.L.C., Bee Mar-Busy
Bee LLC, Bee Mar Crews LLC, Bee Mar-Bumble Bee LLC, Bollinger Texas
City, LP, Bollinger Calcasieu, LLC, Bollinger Shipyards Lockport,
L.L.C., Bollinger Quick Repair, L.L.C., Bollinger Morgan City,
L.L.C., Bollinger Gretna, L.L.C., Bee Mar-Bee Sting LLC, North
American Shipbuilding, L.L.C., Bollinger Fourchon, L.L.C., Gulf
Ship, L.L.C., Alpha Marine Services, L.L.C., Nautical Solutions
LLC, Nautical Ventures, L.L.C., Reel Pipe LLC, as well as the

verified Supplemental and Amended Complaint for Declaratory and
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Case 2:10-cv-01663-MLCF-JCW Document 68 Filed 06/22/10 Page 2 of 3

Injunctive Relief, Memorandum of Law in Support of Motion for
Preliminary Injunction and after receiving evidence at a hearing on
June 21, 2010, hereby finds: (1) that plaintiffs are substantially
likely to prevail on the merits of their claim for the government
defendants’ violations of the Outer Continental Shelf Lands Act and
its implementing regulations; (2) that, in the absence of the
relief requested, plaintiffs will incur immediate and irreparable
harm to business including the irretrievable loss of vessels’
useful life, loss of crews that have long been associated with
their particular vessels, loss of shore-side teams and disruption
of longstanding contractual relationships with offshore service
vendors and other satellite services for the operation of its
fleet, all of which is not subject to calculation; (3} that the
irreparable harm to plaintiffs should the Court decline to grant
the application for the relief requested outweighs the harm which
the granting of such relief may cause to any legitimate interests
of defendants; and (4) that the entry of this Order will serve the
interests of justice and the public interest. Accordingly,

IT IS ORDERED that Honorable Kenneth Lee “Ken” Salazar, in his
official capacity as Secretary, United States Department of the
Interior; United States Department of the Interior; Honorable
Robert “Bob” Abbey, in his official capacity as Acting Director,
Minerals Management Service; and the Minerals Management Service,

their servants, agents, successor agencies, and employees, and all



201

Case 2:10-cv-01663-MLCF-JCW Document 68 Filed 06/22/10 Page 3 of 3

persons in active concert or participation with them, who receive
actual ©Notice of this Preliminary Injunction (collectively
“defendants”), and until a full trial on the merits is had, are
hereby immediately prohibited from enforcing the Moratorium,
entitled “Suspension of Outer Continental Shelf (0OCS) Drilling of
New Deepwater Wells,” dated May 28, 2010, and NTL No. 2010-N04
seeking implementation of the Moratorium, as applied to all
drilling on the 0OCS in water at depths greater than 500 feet;

IT IS FURTHER ORDERED that defendants shall file with this
Court and serve on plaintiffs within 21 days from the date of entry
of this Preliminary Injunction a report in writing setting forth in
detail the manner and form in which defendants have complied with

the terms of this Preliminary Injunction.

New Orleans, Louisiana, June 22, 2010.
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About the Coalition

The Shaliow Water Energy Security Coalition comprises a group of companies - Hercules
Offshiore, Seahawk Drilling, the Rowan Companies, Ensco, Hornbeck Offshore and Delta
Towing - that provide shallow-water offshore contract drilling and related services. The
Coalition has been established to enhance the understanding of shallow-water drilling as polticy
miakers develop legislative and regulatory responses to recent events.

Members
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What is Shallow Water Drilling?
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Safety Overview

For more than five decades, offshore shallow water drilling operations have been conducted
safely and with minimal incident. The participants in these drilling activities have developed
significant experience, expertise and oversight capabilities to conduct shallow water operations
to manage risk, and such operations involve well-developed and simpler processes for the
extraction of energy resources. Notably:

» Surface BOPs. Jackup and platform rigs in shallow water employ “blow-out preventers”
(BOPs) above the surface of the water. These surface BOPs are accessible for constant
inspection, maintenance and repair, and, in emergencies, can be controlled either
remotely or by physical or manual manipulation.

o Clean natural gas. Shallow water drilling sites predominantly involve clean natural gas
resources with less environmental risks.

o Predictable and mature reservoirs. Wells in the shallow water regions are drilled in
predictable and mature reservoirs.

o Lower pressures. A large percentage of the wells drilled by shallow water rigs require
positive external stimulation to produce the flow of oil or gas, significantly limiting risk
of loss of control.

Physical and operational factors make shallow water drilling safe, reliable, and environmentally
sound:

e Predominantly Natural Gas

e Known and Predictable Formations

» Mature Reservoirs

« Traditional and Proven Well Control Methods

« BOPs on Surface: allows easy inspection, maintenance, and repair, and places all
pressure below the device

¢ Manual or Remote Control of BOP

« Simple Controls

e No Marine Riser

« Ambient Temperatures at BOP; unaffected by subsea currents and conditions
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Job Losses and Other Economic Impacts of the Drilling Moratorium

Over 180,000 people are directly employed in the oil and gas and mining industries along the
Gulf Coast. Even a short-term, temporary moratorium on new drilling activities in the Gulf will
have significant economic impacts on the Gulf Coast region. Over 7,000 jobs among the shallow
water operators in this coalition would be directly impacted. Furthermore, in 2009, the Outer
Continental Shelf off the coast of Louisiana generated $4.9 billion in federal revenue and $29
million in state revenue from oil and gas leases.

Domestic Energy Needs: The Nation’s economy depends upon the steady and dependable
development of domestic oil and gas resources to provide for energy infrastructure and

security The need for energy security was affirmatively and publicly recognized by the President,
when he stated that the U.S. should "tap more of our substantial natural gas reserves” because of
the need for "delivering clean natural gas and creating good jobs in the process."

Request: Our Nation requires the safe, effective and steady development of its offshore oil and
gas resources. Shallow water drilling operations meet those conditions. It is respectfully
requested that the Congress urge the Administration to process and issue new shallow water
drilling permits (with the associated application of any new reasonable and appropriate
safeguards).

Website: http://www.shallowwaterenergy.org/
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The White House
Office of the Press Secretary

For Immediate Release
May 22, 2010

Executive Order-- National Commission on
the BP Deepwater Horizon Oil Spill and
Offshore Drilling

By the authority vested in me as President by the Constitution and the laws of the United States
of America, it is hereby ordered as follows:

Section 1. Establishment. There is established the National Commission on the BP Deepwater
Horizon Oil Spill and Offshore Drilling (the "Commission").

Sec. 2. Membership. (a) The Commission shall be composed of not more than 7 members who
shall be appointed by the President. The members shall be drawn from among distinguished
individuals, and may include those with experience in or representing the scientific, engineering,
and environmental communities, the oil and gas industry, or any other area determined by the
President to be of value to the Commission in carrying out its duties.

(b) The President shall designate from among the Commission members two members to serve
as Co Chairs.

Sec. 3. Mission. The Commission shall:

(a) examine the relevant facts and circumstances concerning the root causes of the Deepwater
Horizon oil disaster;

(b) develop options for guarding against, and mitigating the impact of, oil spills associated with
offshore drilling, taking into consideration the environmental, public health, and economic
effects of such options, including options involving:

(1) improvements to Federal laws, regulations, and industry practices applicable to
offshore drilling that would ensure effective oversight, monitoring, and response
capabilities; protect public health and safety, occupational health and safety, and the
environment and natural resources; and address affected communities; and

(2) organizational or other reforms of Federal agencies or processes necessary to ensure
such improvements are implemented and maintained.
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(c) submit a final public report to the President with its findings and options for consideration
within 6 months of the date of the Commission's first meeting.

Sec. 4. Administration. (a) The Commission shall hold public hearings and shall request
information including relevant documents from Federal, State, and local officials,
nongovernmental organizations, private entities, scientific institutions, industry and workforce
representatives, communities, and others affected by the Deepwater Horizon oil disaster, as
necessary to carry out its mission.

{b) The heads of executive departments and agencies, to the extent permitted by law and
consistent with their ongoing activities in response to the oil spill, shall provide the Commission
such information and cooperation as it may require for purposes of carrying out its mission.

{c) In carrying out its mission, the Commission shall be informed by, and shall strive to avoid
duplicating, the analyses and investigations undertaken by other governmental,
nongovernmental, and independent entities.

(d) The Commission shall ensure that it does not interfere with or disrupt any ongoing or
anticipated civil or criminal investigation or law enforcement activities or any effort to recover
response costs or damages arising out of the Deepwater Horizon explosion, fire, and oil spill.
The Commission shall consult with the Department of Justice concerning the Commission’s
activities to avoid any risk of such interference or disruption.

(e) The Commission shall have a staff, headed by an Executive Director.

(f) The Commission shall terminate 60 days after submitting its final report.

Sec. 5. General Provisions, {a) To the extent permitted by law, and subject to the availability
of appropriations, the Secretary of Energy shall provide the Commission with such

administrative services, funds, facilities, staff, and other support services as may be necessary to
carry out its mission.

(b} Insofar as the Federal Advisory Committee Act, as amended (5 U.S.C. App.) (the "Act"),
may apply to the Commission, any functions of the President under that Act, except for those in
section 6 of the Act, shall be performed by the Secretary of Energy in accordance with guidelines
issued by the Administrator of General Services.

{c) Members of the Commission shall serve without any additional compensation for their work
on the Commission, but shall be allowed travel expenses, including per diem in lien of
subsistence, to the extent permitted by law for persons serving intermittently in the Government
service (5 U.S.C. 5701-5707).

(d) Nothing in this order shall be construed to impair or otherwise affect:

(1) authority granted by law to a department, agency, or the head thereof; or
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(2) functions of the Director of the Office of Management and Budget relating to
budgetary, administrative, or legislative proposals.

(e) This order is not intended to, and does not, create any right or benefit, substantive or
procedural, enforceable at law or in equity by any party against the United States, its
departments, agencies, or entities, its officers, employees, or agents, or any other person.

BARACK OBAMA

THE WHITE HOUSE,
May 21, 2010.

Membership
Co-Chairs:

o Former two-term Florida governor and former U.S. Sen. Bob Graham

o Former Administrator of the Environmental Protection Agency William K. Reilly

Additional Members:

e Frances G. Beinecke: President of the Natural Resources Defense Council (NRDC), a
non-profit corporation that works to advance environmental policy in the United States
and across the world.

« Donald Boesch: President of the University of Maryland Center for Environmental
Science, where he is also a professor of Marine Science and vice chancellor for
Environmental Sustainability for the University System of Maryland.

« Terry D. Garcia: Executive vice president for mission programs for the National
Geographic Society.

e Cherry A. Murray: Appointed dean of the Harvard School of Engineering and Applied
Sciences (SEAS) and the John A. and Elizabeth S. Armstrong Professor of Engineering
and Applied Sciences in July 2009, and the past president of the American Physical
Society.

« Frances Ulmer: Chancellor of the University of Alaska Anchorage (UAA), Alaska's
largest public university.
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For now, government and BP working together to assess oil spill
damage

By Juliet Eilperin

t Staff Writer

In recent weeks, the Obama adnunistration has sought to distance itself from BF in handling the Guif
of Mexice oil spill - with one notable exception: When it comes 1o assessing how badly the spill has
harmed the gulf] the two sides are working hand in hand.

Their shared goal? To calculate the incalenlable: how much it will cost to restore the guifto its
pre-spill state.

But this close collaboration between federal and state authorities and BP - which is routine procedurs
under a legal process known as the Natural Resource Damage Assessment (NRDA) - has begun to
spark concerns among lawmakers and some environmenialis

"] want this 1o be independent, for the credibility of the information,” said
who as chair of the Environment and Public Works Subcommittes on Water and Wildlife
hearings this month on the issue.

ill hold

The collaborative approach, established under the 1990 Oil Pollution Act, marks a sharp departure
from the 1989 Exxon Valdez spill, where the federal government kept the ofl company at arm's length.
Exxon hired its own boats and experts, who followed state and federal officials at a distance,
replicating the tests they believed were being dous so they could provide a rival analysis.

Stan Senner, who served as Alaska's restoration program manager after the Valdez spill and now
directs conservation science for the Ocean Conservaney, said the current collaboration will likely stop
as soon as federal and state officials push for a comprehensive overview of how the accident
transformed the guif,

"I would predict in the end that the relationship will break down, and the government and BP will go
their separate ways,” Senner said, adding that oil companies tend to forus on a spill's short-term
impact.

For the moment, though, BP's rep tatives weigh in on decision-making in every key aspect, from
shoreline surveys to designing scientific studies.

BP spokeswoman Anne Kolton wrote in an e-mail that the company is working with state and federal
officials "conducting joint sampling to gather information about the condition of the environment
before the spill and to establish the environmental impacts of the spill and extent of restoration that iz
required.”

In wost cases, BP is represented by employees of Entrix, an environmental consulting firm it

1of3 7410 437 PM
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contacted within hours of the Deepwater Horizon explosion. Entrix is one of two major U.S.
consulting firms that specialize in assessing an oil spill's impact. BP provides the boats used to
conduct surveys and even the snacks consumed on board; it funds the scientific studies that have been
launched by government agencies; and eventually, the company will have to pay for the time of every
government official and contractor involved. At the moment, roughly 100 Entrix employees are
working alongside more than 250 officials and contractors from state and federal agencies.

To some extent, including BP in the process represents a pragmatic calculation: Federal officials say it
helps ensure that the oil company will pay for both the evaluation and the massive task of restoring
the region to health. NRDA's goal is to get the responsible party to pay for restoration, and that's more
fikely to happen if BP officials agree on the extent of the environmental harm the government says the
company has wrought.

"If they pay the bills, they're welcome at the table," said Peter Tuttle, an environmental contaminant
specialist with the U.S. Fish and Wildlife Service who is coordinating NRDA activities among Interior
Department bureaus. "They do have a role, they do have a place.”

Tony Penn, deputy chief of the National Oceanic and Atmospheric Administration's assessment and
restoration division, emphasized that this collaboration does not mean the oil company is steering the
investigation.

"That doesn't give BP or Entrix the right to shape the course of our assessment or the decisions that
are ultimately the government's responsibility,” Penn said in an interview.

The unprecedented assessment seeks to answer questions that will ultimately determine how much BP
pays for restoration: How degraded were the region's marshes before the oil hit? Which species of
birds and marine mammals were thriving before the accident, and which were struggling? How are
they doing now, and how will they fare decades from now? The fact that oil has continued to spew
from the well for 2 1/2 months only complicates the task. Only one answer is certain: The scientific
investigation will take years to complete.

"I don't think we will fully understand the impact of the spill for decades," Tuttle said, adding that
state and federal authorities will have to make their "best guess” about the extent of damage to reach a
fair settlement with BP. "We're really motivated to get restoration going as soon as possible. There is
an incentive to work toward settlement here -- certainly litigation isn't in anyone's best interest.”

Dozens of teams are fanning out across the gulf, surveying beaches, sampling everything from water
to sediment to tissues from mussels and fish. Each group includes at least one federal official, one
state official and one representative from Entrix.

For the most part, the collaboration is working smoothly: In late May, Barry Stuedemann, an Entrix
senior consultant and wetlands specialist, and one of his colleagues, Winston Rutherford, set out on an
air boat off Grand Isle, La., with officials from NOAA, Fish and Wildlife and the Louisiana
Department of Natural Resources to survey the marshes.

The team stopped at regular intervals to examine everything from what sort of oil was floating in the
water to how many birds were flying overhead and whether small snails were thriving on vegetation.

7/4/10 4:37 PM
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For now, government and BP working together to assess oil spill... http:/fwww.washi post.com/wp-dyn/ icle/2010/0...

At every stop, each team representative signed off on the data entered on the official assessment sheet
s0 1o one could contest it later.

"Eventually you're building up a line of evidence," explained Troy Baker, regional resource
coordinator at NOAA's assessment and restoration division in Baton Rouge, adding that if they later
revisit the area and find "you have a lot of dead birds and have a lot of stranded marine mammals,
you're starting to build a picture of the overall threat."

Sherry Krest, a Fish and Wildlife environmental contaminant specialist based in Annapolis who
joined in the Grand Isle expedition, said "there's an art and a science” to conducting an NDRA, and
that "the negotiation is more of an art."

In the end, Cardin said, he will be watching to make sure the Obama administration doesn't make too
many concessions for the sake of getting a speedy financial settlement.

"The challenge is whether the federal agencies are up to evaluating the environmental damage," he
said, "and whether we will have to patience to see this through, and get the full results before we close
the books on this."

Post a Comment

View ali comments that have been posted about this article.

Comments that include profanity or personal attacks o other inappropriate comments or material will be removed from the site.
Additionally, entries that are unsigned of contain "signatures” by somesne other than the actual author will be removed. Finally, we
will take steps to biock users who violate any of our posting Standards, terms of use of privacy policies or any ather policies
governing this site. Please review the full rules i ies and di ions, You are fully ibfe for the content
that you post.
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oil dispersant does nbt kposkek éhvimhmental threat,

early EPA findings suggest

By Juliet Eilperin
Wednesday, June 30, 2010; 9:01 PM

The Environmental Protection Agency
released its first round of testing results on
the toxicity of oil dispersants Wednesday,
saying initial findings suggest that the
dispersant BP is using in the Gulf of Mexico
is less harmful than oil and does not pose as
significant an environmental threat as the
spill does.

In a telephone news conference, EPA's
assistant administrator for research and
development, Paul Anastas, emphasized that
it was "too early to draw conclusions” about
the long-term impact of Corexit 9500, the
dispersant BP has applied to break up oil
spewing from the downed Deepwater Horizon
rig. The agency has yet to analyze the impact
of dispersants mixed with oil and instead
just tested the application of eight types of
dispersants to marine animals in a lab
setting.

“We need more data to decide whether it's
necessary to switch dispersants,” Anastas
said, adding: "All ofthe dispersants are
roughly equal in toxicity, and all of them are
less toxie than oil, . . . It's important to
remember that oil is enemy number one in
this crisis.”

But environmentalists questioned the kind of
testing EPA conducted, noting that its
scientists applied the chemical compounds to

mature marine life and then examined the
impact either 48 or 96 hours later, instead of
observing what would happen after repeated
applications.

Alaska-based activist Riki Ott noted that
“fresh oil and fresh dispersant are being
released constantly” in the gulf] so the lab
results could not capture that sort of
repeated exposure. "Right off the bat it's
more toxic than a standard, static test,” Ott
said, adding that EPA officials did not test
the impacts on "young life forms" such as
juveniles and larvae, which are more
vulnerable to toxic chemicals.

Richard Denison, a senior scientist at the
FEnvironmental Defense Fund, wrote in a blog
post that the lab results did not shed new
Hght on dispersants' impact, in part because
they were tested in isolation.
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"So, what did we learn today? Not too much
new," he wrote, adding, "What is most
remarkable about the data EPA released
today is how similar they are to the
industry-supplied data on the dispersants

by themselves that were previously made
available on EPA's Web site,”

Researchers tested the dispersants on mysid
shrimp and inland silverside fish. None of

the dispersants appeared to disrupt the

animals' endocrine activity, according to the
results, and EPA issued a statement saying it
found "J-2000 and Corexit 9500 were
generally less toxic to small fish and JD-2000
and SAF-RON GOLD were least toxic to mysid
shrimp.”

In late May, EPA directed BP to find another,
less toxic dispersant than Corexit 9500, but
the company refused to do so, arguing that it
could not find an adequate substitute in
sufficient quantities. Both EPA and the Coast
Guard instructed BP to reduce its use of
dispersants by 75 percent, and the company
has cut its application of Corexit 9500 by 68
percent from its peak over the past month.

EPA will embark on a second round of testing
to evaluate the toxicity of different
concentrations of Louisiana Sweet Crude Qil
alone and combinations of the oil with each
of the eight dispersants.

"t's crucial that we get this other data on the
dispersant with the oil," Anastas said,
adding that the agency also needs to

examine issues such as why it has no
maximum toxicity threshold for products
that make it onto the federal government's
list of accepted dispersants, "This tragedy,
this event, at the scope and the scale of this
event, has raised important questions about
how these previously existing regulations
need to be reexamined.”

He added that while questions have been
raised about whether the dispersants are
settling on the sea floor or remaining
suspended in the water, testing suggested
that they break down "within weeks” when
used on the surface and "within weeks or
months" when applied to the colder waters
below.

"We are seeing no data that there are
dispersants that are persisting in the water
column," he said.

Still, Ott questioned why the federal
government was allowing such widespread
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use of chemicals in the ocean.

"What we need to do in an oil spill situation
is do no more harm,” she said. "Putting toxic
solvents on top of an already toxic substance
is doing more harm.”

An EPA spokesman, Brendan Gilfillan, said,
"The tests conducted by EPA -- which
involved two species which are native to the
gulf - were based on standard scientific
acute toxicity test protocols.”

View all comments that bave been posted
about this article.
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Obama Décried, Then Used, Some Bush Drilling Policies

By NEIL KING

il

Chioppy seas have imited the ability of 'skimmers’ to collect of in the Despwatar Morizon spiil. Above, TMT Group's
converted super tanker "4 Whalg' in the Gulf on Sunday

Less than four months after President Barack Obama took office, his new administration recetved a forceful
warning about the dangers of offshore oil drilling,

The alarm was rung by a federal appeals court in Washington, D.C., which found that the government was
unprepared for a major spill at sea, relying on an “irrational” environmental analysis of the risks of offshore
drifiing.

The April 2009 ruling stunned both the administration and the oil industry, and threatened to delay or cancel
dozens of offshore projects in Alaska and the Gulf of Mexico.

Despite its pro-environment pledges, the Obama administration urged the court to revisit the decision. Politically,
it needed to push ahead with conventional oil production while it expanded support for renewable energy.

Another reason: money. In its arguments to the court, the
government said that the loss of royalties on the oil, estimated at
almost $10 billion, "may have significant financial consequences
for the federal government.”

Risky Design

The U.8. Court of Appeals reversed its decision and aliowed
drilling in the Gulf to proceed--including on BP PLC's now-
infamous Macondo well, 50 miles off the Louisiana coast.

hitp:/fonline.wsj.com/article/SB100014240527487046996045753428433591 24882 htm} 776/2010
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The Obama administration's actions in the court case exemplify
the dilemma the White House faced in developing its energy
policy. In his presidential caropaige, President Obama criticized
the Bush adminisiration for being too soft on the oil industry and
vowed to support greener enexgy forms.

Rut, once in office, President Obama ended up backing offshore

- drilling, bowing to political and fiscal realties, even as his
administration's own scientists and Democratic lawmakers
warned about its risks.

walls After the Macondo well blew out, sinking the Deepwater Horizon
rig and causing a catastrophic spill, Mr. Obama said his

- administration should have been more vigilant in handling the
oil industry. "More needed to be done, and more needs tobe
done” to tighten oversight, he told reporters recently.

Still, the administration defends its intervention in the court
case, and says the ruling made # look more cautiously at whether
1o open new areas to offshore diilling. It pins blame on the Bush
*“administration for pursuing a policy for deep-offshore drilling
“that was driven by one principle: open everything,” said White
House spokesman Ben LaBolt.

BF's daily spend
continues to grow

¥ "Over the course of the year," he said, "the Interior Department
the dally spending in million

conducted a review process to produce an offshore strategy that
closed a number of esvironmentally sensitive areas from
exploration and put in place a process to explore where

More photos and interactive graphics

More additional production could take place.” Since the Deepwater
BF Won't issue New Equity Horizon explosion, be added, "we are implementing top to
Big Skimmer Hindered by Weather; OH Hits bottom reforms to ensure that a disaster like this is never
Texas repeated.”
Libya OHt Thief Calls BP a Bargain
O Spill Loan Rises to $9 Billion Michel Olsen, a former official in the Bush Interior Department,

defended the previous administration’s offshore approach. "Ounr
policy was founded on the requirements of the law,” he said, "Tt wasn't just to give industry whatever it wanted.”

Mr. Obama inherited a slew of energy challenges when he took office in early 2009. The agency within the
{nterior Department charged with overseeing the oil and gas industry, the Minerals Management Service, was
reeling from scandals. An inspector general’s report months eaddier had described rigged contracts, drug use and
sex between MMS emplovees and industry vepresentatives.

Along with cleaning up the MMS, Interior had to wrestle with 2 five-year drilling plan the Bush administration
had filed just days before leaving office. The plan sought to open the waters in most of the U.S. cuter-continental
shelf to oil and gas exploration between 2010 and 2015. The push into ever deeper waters in the Gulf, which
began in earnest in the mid-1990s, reflected the reality that drilling in shallower waters was lavgely tapped out.

To buy time and work out its own policy preferences, the Obama administration reopened the Bush plan for
public comment.

The tensions in the administration’s own deliberations were
clear from the start. Mr. Obama's Interior seeretary, Ken Salazar,
quickly picked a fight with the oft industry when he retroactively
withdrew 77 oil-and-gas lease sales in Utah that the Bush
administration had approved in its final weeks. The move drew

http://online.wsj.com/article/SB10001424052748704699604575342843359124882 html 7/6/2010
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pplause from environmentalists and eriticlsm from oil
sompanies.

1n-April zoog, Mr. Salazar went on a four-city tour to discuss the
nation's offshore energy future. His first stop: A solar-powerad
convention center in Atlantic City, N.J., where he touted the
potential of offshore wind power to supply clean eledtvicily to the
“eastérn seaboard: Boosting offshore renewable energy had

became a "top priority™ for Interior at the express wish of Mr.
" Sitlazar, who had issued a secretarial order to that effect just

The West Atlas ofl Hig on fire last November off three weeks earlier.
Australia’s coast

But, before the packed house of politicians, activists and

interested citizens, Mr. Salazar also defended the need for midré
offshore oil and gas. "The reality is that we have oil and gas potential fn significant ways, especially in” the Guif of
Mexico, he said, according to a video of the event.

The inistration was apprehensive about expanding offshore deilling. But it also hoped to get a legislative
package on climate change through Congress. At the center of the bill was a controversial and potentially
expensive vision requiring companies to acquire permits to release carbon dioxide.

To navigate Capitol Hill, the administration needed to strike a balance between the "green energy” projects
favoted by environmentalists and lherals, and the traditional ofl and gas projects favored by Republicans, whose
support would be crucial in the Senate. Continuing to promote offshore drilling was part of that bargain.

But the foderal appeals court decision, which came Just days after Mr. Salazar's tour, threatened to throw a
svresich it that process. The case was brought tvo yearsearlier by indigenous Aluskans and a eoalition-of
erivironmental groups. It chal i a Bush-era plan to lease large chunks of offshore Alaska to oif deilling.

The groups argued the strategy didn't adequately account for the whole range of environmental perils raised by
oil drilling on the outer shelf.

The appeals court agreed, ruling that the federal program was based on "irrational” analysis. The government's
own assessment, the court found, weighed only the impact of off washing vpon shorelines. In a foreshadowing of
the post-spill debate, the court noted that the analysis didn't address the impact of a significant spill further out at
sea.

At fivst, Mr. Salazar used the ruling as a way
to draw a distinetion between his approach
and that of the Bush White House. Blasting
what he called “the previous administration’s
failure to apply the law," My Salazarsaid ina
statement that he plansed 1o "fix the
problems” the court identified: He would do
so not by firlng managets or shaking up
MMS, but by subjecting offshoredrithing to
heightened scrutiny, Those fives; he said,
would "pat oil and gas leasing decistons Back
on a firm scientific footing.”

Still, the vuling presented an immediate
problem. It threw hito uncertainty hundreds
of millions of dollars in drilling projects
already under way in the Gulf—the source of
ahout a third of the country’s domestic oit
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supply and the lifeblood of the regional
economy. In addition, the government had another hig lease sale for Gulf offshore acreage coming up in August.

In ifs response, the government noted that the oil and gas from approved exploration and drilling projects had a
combined value of $7.65 billion. Among the existing leases, the petition noted, was the March 2008 Lease Sale
#206. That deal included BP's acquisition, for $34 million, of the acréage encompassing the Maconde well.

Voiding existing leases, the Justice Depariment argued on behalf of Interlor, would cause "severe and
unnecessary disruptions” to oil and gas activity in the Guif of Mexico, and could push companies and drilling rigs
toward othier nations with less onerous regultations.

A day after the administration's petition, the industry's main lobbying group, the American Petroleum Institute,
nrade its own case echoing the goverament's arguments. "The significance of [Gulf of Mexico] activities nnder the
five-year program cannot be overstated,” the APT argued,

In late July, the D.C. appeals court responded fo the government petition by clarifying fts earlier ruling. Only
drilling in Alaska, the case’s main focus, would be stopped. Activity in the Gulf of Mexico could contivide while the
administiation carried out a new environmental analysis to address the court's concerns about deep-water spills.

Mr. Salazar began to express confidence that he had resolved the
problems within the Minerals Management Service that had led
to poor oversight of offshore drilling. In September; in festimony
before the House Natural Resources Corumittes, he Hsted the
steps he had taken to make sure ethical lapses "don't oecuf in the
future.”

Still, inside the administration there was debate about the right
policy for offshore drilling.

. On Sept. 21, Jane Lubchenco, Mr. Obama’s handpicked head of
‘2Fsgpfi@;?tu‘cﬂv:i??fijre;? ;yiz'lf;(iid ;;:;;zm wind the National Oceanic and Atmospheric Administration, filed a
eneryy project lengthy comment on the Busteera drilling plar still under
review, She cited several coneerns, including the governmient's
tendency to underestimate the likelihood ofoil spills and to
downplay their potential envirommenial impacts. She also noted the government's penchant for cribbing from
older, often outdated, envirg sntal analy

She cited # Congressional Research Service study from earlier in the year. "The threat of ofl spills raises the
question,” the report said, "of whether U.S. officials have the necessary resources at hand to respond to a major
spill”

The administration's struggle to find middle ground on its offshore policy came to a head in Senate hearings in
mid-November, just weeks after a drilling rig off the coast of Australia had su ad ater blowont, creating
an oil leak that would go on for months.

Sen. Robert Menendez {D-NJ) pointed to an enlarged photo of the Australian rig in flames and asked rhetovieally
whether he was "just being old-fashioned” to worry that a similar blowout could eceur in the 1.8,

MMS Deputy Director Walter Cruickshank assured the panel
that such fears were misplaced. The Australian rig wouldn't have
been licensed to operate in U.S. waters, he said. The U.S,, he
said, had "what we believe is the most aggressive oil spill

Heard on the Street
BP May Need Radical Rethink

contingency planning...in the world."

On March 31, Mr. Salazar joined President Obama in a hangar at Andrews Alr Force Base in Maryland to
announce their new offshore policy, Standing before an ¥-18 "Green Hornet" fighter jet designed to run partly on
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bio-fuel, Mr. Obama told the audience that "we'll employ new technologies that reduce the impact of oil
exploration...And we'll be guided not by political ideology, but by scientific evidence."

The plan was designed in part to allay the federal court’s concerns. To satisfy the court's demand for better
"balance," it included a broader environmental analysis, examining the impact of spilled oil on marine life and
not just on shorelines.

It also ranked prospective drilling areas in terms of their environmental sensitivity. The Central Gulf of Mexico,
where BP's Macondo well was based, topped the "most sensitive” column. It also scrapped a handful of planned
lease sales in Alaska.

But the proposal kept much of the Bush plan intact, and even added for the first time new lease sales off the coast
of Virginia.

1t also relied extensively on environmental impact analyses carried out in April 2007 that the court had found
wanting.

The 2007 document said "large oil spills associated with [outer continental shelf] activities are Jow-probability
events.” The "most likely size" of a serious spill, that report concluded, would total 4,600 barrels—a fraction of
what the Deepwater Horizon continues to allow into the water every day.

Kieran Suckling, executive director of the Center for Biological Diversity, which brought the original lawsuit, said
their court victory wound up changing little. "Salazar, and by extension Obama, have pursued the same offshore
program as the Bush administration, even while playing a smoke-and-mirrors game,” he said.

Two weeks before the Deepwater Horizon explosion, President Obama offered a plug for wider offshore
exploration. "Oil rigs today generally don't cause spills,” he told a gathering in Charlotte, N.C. "They are
technologically very advanced.”

On April 20, with the blowout on the Deepwater Horizon drilling rig, everything changed.

The Macondo spill has forced the administration to take many of the steps it dismissed as draconian last sumnmer
in the wake of the appeals court ruling. On May 27, Mr. Salazar canceled a lease sale in the Gulf set for August. He
ordered that all lease sales set for 2011 had to face tougher environmental scrutiny.

And he ordered a six-month moratorium on all drilling activity in the Gulf of Mexico. That moratorium was
struck down as arbitrary by a federal judge in New Orleans in June, but Mr. Salazar has fought back, insisting the
moratorium remain in place. So far the judge’s ruling stands.

‘Werite to Neil King Jr. at neil king@wsj.com ard Keith Johnson at keith johnson@wsj.com
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Revived Push for Drilling Ban
Administration: Moratorium Would Lower Risk of Another Deepwater Disaster

By STEPHEN POWER And ANN ZIMMERMAN

Dund Pham rests Tuesday on his boat in Cogodrie, La. The boat was hired to help with oil-sikimming operations but
sidelined by bad weather.

The Obama administration asked a federal appeals court Tuesday to reinstate a moratorium on
deepwater petroleum drilling, saying it is needed to reduce the ehance of a second spill similar to
the one now spewing crude into the Gulf of Mexico,

The fallout from that spill, the result of an April 20 explosion on a drilling rig leased by BP PLC,
was evident in the Gulf region Tuesday, as tar balls lapped onto the Texas coast and oil was
sighted in New Orleans's Lake Pontchartrain.

The developments show how the spill continties to invade new areas along the Gulf, harming
coastal marshes and endangering fish and wildlife.

In a filing with the U.S. Court of Appeals for the Fifth Circuit, Justice Department officials said a
stx-month suspension of drilling in'more than 500 feet of water is in the "long-term public
interest of the nation,” and is needed to give the Interfor Department time to develop and
implement new regulations to prevent another spill.

The filing was in response to a federal judge's decision in June to block the moratorium, saying
the Interior Department had trivialized the economic impact of the temporary ban.
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In the filing, the administration cited not only
the "catastrophic impacts” of the accident on the
Deepwater Horizon drilling rig but also the risk
turbines and sweeping ol Mwhich t ; .- m
arms fo help in the Gulf of of a second spill, "which industry has shown

Mexico cleanup. And a "super skimmer” could be a limited ability to contain.”
savior. Video courtesy of Reuters.

The stale of Mississippl has
ordered sight F
skimmers with pumps,

"Interior had to take immediate action to
minimize the risk of another spill, especially while efforts to contain and clean up this one are
ongoing,” the motion says. "The stakes are even higher now that it is hurricane season.”

Attorneys for the government and Hornbeck Offshore Services LLC—an offshore oil-services
panel of judges assigned to the Fifth Circuit.

In its filing Tuesday, the Justice Department
said federal law requires Intevior to conclude
that there is "a threat of serious or irreparable
harm to the marine or coastal or human
environment,” and not to balance the risk of
such harm against the economie harm from the
moratorium.

Risky Design

In Louisiana, many politicians have said the han
is erippling an economy already walloped by
curtailed fishing and a loss of tourism.

See details on the designs of deepwater Gulf A new effect of the spill was discovered late
wells. Monday with tar balls and oil sheen sighted in

the Rigolets, one of the waterways connecting
the Gulf of Mexico to Lake Pontchartrain, which
borders the northern edge of New Orleans.
Some oil also had made it to the lake, according
o the Deepwater Horizon Incident Joint
Information Center in New Orleans.

After decades of neglect left it choked with
pollution, the 630-square-mile lake was cleaned
up in the 1990s and bas since become a popular
fishing and boating destination.

BP's daily spend on the Gulf of Mexico oil spill

continues 1o grow through the crisis. Here is
the daily spending in milllons of dollars.

On Monday, crews tried to protect the lake by
placing barges and protective piping called

Ui More photos and interactive graphics L .
boom at a choke point in the Rigolets,

| EXPERIENCE WS PROFESSIONAL

: In Texas, the seven gallons of tar balls found
Editors' Deep Dive: Dritling Ban Sparks over the weekend on beaches were confirmed as

Heated Debate originating from the oil spill, but investigators
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Drill Ban Could Bring Losses ~ were still not sure how they got o Texas,
i according to d Const Guard spokesman. The tar
balls were lightly weathered, and investigators
: 8 n Gould Be Scaled B; ok speculated that the tar had come fromthe

‘ bottoms of boats bringing ol collected from the
spill to Texas for processing.
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Smaller Oil Firms Might Exit Gulf, Browner Says

By SIOBHAN HUGHES

WASHINGTON--The White House's top energy adviser acknowledged that smaller ofl firms might no longer be
able to drill in the Gulf of Mexico as a result of legislation moving through Congress that would eliminate the vap
on their Hability for oil spills,

"Maybe this is a sector where you really need large companies who can bring to bear the expertise and who have
the wherewithal to cover the expense if something goes wrong,” Carol Browner, special adviser to Prisident
Barack Obama on energy and climate change, said in an interview. Eliminating the $75 million cap on Hability for
il spills "will mean that you only have large vompanies in this sector,” she said.

On other topics, Ms. Browner said the Obama administration

- would be happy with a scaled-back energy bill this vear “just to
‘et started.” She said the administration is mindful of the effects
of & despwater-drilling moratorivm and wants "to get people
“back to work,” but wanis fiest to understand what caused the BP
PLC ofl spill in the Gulf of Mexico.

‘The administration has imposed a now-chall d moratoeriiim
osn despwater drilling while a presidential commission conducts
a sbe-month fovestigation of the BP disaster. Ofl companies have
been pushing the Interior Department to 1ift the moratorium,
saying that new safety regulations could allow drilling to resume.

“The small companies did nothing wrong ~-and you're going to shut them down?" said Robert Dillon, a .
spokesman for Sen. Lisa Murkowski (R, Alaska.) "So the only thing von are going to have left are the big, national
oil pompanies like China. Where are the free-market values in that?”

Ms. Browner said lifting the moratorium would depend on developing better spill-response plans and an
understanding of the cause of the Deepwater Horizon explosion. "We're keenly aware of the impact of the
moratorium,” she said.

Discarding the liability cap is a potent issue on Capitol Hill as oil continues to leak into the Gulf. Small companies
have warned that discarding Hmits would shut out all but the biggest companies from offshore drilling, partly
because obtaining insurance would become impossible without Hability limits.

BP has paid out more than $132 million in damage claims and has promised to honor all legitimate claims despite
the statutory liability cap. Under pressure from the White House, the company also has promised to put $20
biflion into & fund to compensate residents for economic losses.
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“There are still other damages to come—for example, natural-
resource damages that BP will ultimately have to pay,” Ms.
Browner said.

Oil is expected to continue leaking until at least mid-August,
when the first of two relief wells is supposed to shut off the well,

Ma. Browner added that "we don't want to see BF go outof
business, because we've got lots of claims that need to be
paid."Senate Democratic leaders are planning to use a broader
energy package as a vehicle to discard the Hability cap. The
package has stalled in the face of opposition from coal and
manufacturing states to mandatory reductions in greenhouse-

gas emissions.

Last year, the Obama administration called for economy-wide emissions reduetions, but the White House has
become willing to congider an approach that would limit emissions only from the uiility sector, suggesting action

on an energy bill may be possible thisvear.

"Something that gets us started is something we will take seriously,” Ms. Browner said. She suggested Mr. Obama
wasn't ready to give up on setting a cap on carbon-dioxide emissions. "He continues to believe that a cap on
carbon is very, very important.”
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copyright faw. For non-persenal use or to order multiple coples, please contact Dow Jones Reprints at 1-800-843-0008 o visit
W dreptints. com

http://online.wsj.com/article/SB 100014240527487046996045753432030165 126 16.himt 7/6/2010
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Print

Tuesday, July 8. 2010 5:50 AM EDT

BP calls partners to share in oil spill clean-up
costs

By Carl Bagh

In the wake of spiraling clean-up costs in the Guif of Mexico which hit $3 billion, BP
turns 1o its partners Anadarko Petroleum Corp. and Mitsui Qil Exploration
Company to share in footing the bill

BP sent bills amounting to $272 million and $111 million to Anadarko and Mitsui
respectively. Texas-based Anadarko holds 25 percent of the Deepwater well and
Japanese firm Mitsui owns 10 percent while BP is the majority holder with a 65
parcent stake

The bills sent to BP partners reflects that BP is charging on the fiability ensued by
the partners as part of the joint operating agreement whereby the liability is
commenstirate to the share of ownership.

Anadarko said in a statement that it is reviewing the $272.2 million bill sent last
week and “assessing our contractual remedies.” Anadarko CEO Jim Hackett said
last month that his company should be exempted from being charged for the spilt
due to BP's "reckiess decisions and actions” in its handling of the well. Anadarko
booked revenues of $8.2 billion in 2009. Also it had earmarked 18 percent of its
$5 6 billion capital expenditure for 2010 for Despwater Gulf of Mexico

Mitsui said that it lacks expertise to fully assess the root cause of the accident and
thus will seek advise from external experts regarding the bill. The company had
established MitEnergy Upsteam Energy LLC in US in 2006 after buying a 50
percent stake in the Guif of Mexico from Pogo Producing Company. On Nov. 2008
MitEnergy announced its plans to divest ail of its Guif of Mexico oil and gas assets
to Energy XX1, Inc.

The demand for the clean-up costs were sent on Jung 2. BP requires the partners
1o honor the commitments 20 days from the date of receipt or as early as friday

BP announced on Monday that its expenditure had increased from $2.65 biflion a
week ago to $3.12 billion

http://www.ibtimes.com/art/services/print.php?articleid=32841 7/6/2010
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Additional Links and Information:

CRS Report R1.33404, Offshore Oil and Gas Development: Legal Framework, April 6,
2010. http:/;Mww.crs.gov/Pages/Reports aspx?Source=search&ProdCode=R1 33404

CRS Report R41132, Ourer Continental Shelf Moratoria on Oil and Gas Development,
April 7,2010. htip:/iwww.crs.gov/Pages/Reports.aspx?Source=search&ProdCode=R41132

CRS Report R1.33705, Ol Spills in U.S. Coastal Waters: Background, Governance, and

Issues for Congress, April 30, 2010.
http://www.crs.gov/Pages/Reports aspx? Source=search&ProdCode=R1 33708

The Economic Impacts of the Oil and Gad Industry on the U.S. Economy: Employment,
Labor Income, and Value Added prepared for the American Petroleum Institute.
http://www.api.org/Newsroom/upload/Industry Economic_Contributions_Report.pdf

Administration’s response timeline (updated daily)
http://www.whitehouse.gov/blog/2010/03/05/ongoing-administration-wide-response-
deepwater-bp-oil-spill

Deepwater Horizon Response Unified Command:
http://www.deepwaterhorizonresponse.com/go/site/2931/
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Mr. Tony Hayward
June 14,2010
Page 12

BPs April 15 operations plan called for a full bowoms up procedure to “circulate at least
one (1) casing and drill pipe capacity, if hole conditions allow.”. Halliburton Accowmnt
Representative Jesse Gagliano said it was also “Halliburion's recomme ndmcn and best practive
to- at least circulate one bottors up on the well before doing a cement job” S According th Mr.
Gagliano, a Halliburton engineer on the rig raised the boftoms up issue with BE

Despite the BP operations plan and the Halliburton wcammen&atiom BP did not fully
circulate the mud Tnstead, it chiose & proceduare “written on the rig”™ which Mr. Gagliano “did not
getinputin™  BP’s final pmcs.dure ca lcd for cirenlating just 261 barrels of mud, justd siall.
fraction of the mud in the Macondo well. ™ Mr. Roth of Halliburton told the Committee that 'one
reason for the decision not to circulate the mud could have been 4 desire for kpeed as hﬂi§
circalating the mud could have added as much as 12 holrs to the operation,” s Gagliano
expressed a similar view, saying, “the well probably would hot have handled too mg; of & ;aie
So-it would take a little bit ... longer than usual o circulate bottoms Up in this case)

L(;‘ck‘down S!eeve

A final quwnon :ela&s to BP's decxsmn not 1o install & mma& apparatus (o lock the
wellhead and the ¢asing in the scal assembly at the seafloor, When the casing is placed inthe
wellhead and cemented in'place, itis held in p ace by gravity, Under certain pressure conditions,
however, the casing can become buoyant, tising up in the'w ellhead and potenfially creating an
apportunity for hivdrocarbons to break through the wellhead seal and enter the riserto the
surface: To prevent this: a casing hm&gm lackdown sleeve is installed.

On Tune 8, 2010, Transocean briefed Committee staff on it investigation into the
potential causes of the explosion on board the Deepwater Horizon, In the'presentation,
Transocean listed the lack of a lockdowasleeve as one of its “areas of Investigation.” Slide

SURD GOM Exploration Wells, MC2352 $1STO0PRPOT z\iftécmda i’roﬁspe&[ TX O
Biterved, Reve H 2 at 6 {Apr. 15,2010) (BP-HZN-CEC-017621).

2 House Comuittes on Energy and Comumerce; Transcribed Interview of Jesse Mare
Gagliano, &t 37 (June 11,2010).

B Id a6l
M id ars7,
1, at 60,

* Briefing by Tommy Roth, Vice President of Cementing, Halliburton, to House
Commitiee on Energy and Commerce Staff (June 3, 2010}

¥ House Committee on Energy and Commerce, Transcribed Tnterview of Jesse Mare
Gagliang, at 65-66 (June 11, 2010},
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Mz, Tony Hayward
Tane 14,2010
Page 13

ransocean’s pmwmman asks: Were Ope; ator procedures dmuruprmte" A wbpmm
Operator-did not run fock down sleeve prior to negative test or displacement.™™ My,
Roth of Hallibirton raised & simtlar concern m his June 3 briefing for Commitee staft™?

I BP’5 planned progedure for the well, BP destribes two n;}tiaax§ involving the lockdown

sleeve. BP was séeking permission from MMS to install the final coment plig o the well ata
lower de epth than prev jously approved. If ;}emis\mn svas granted, BP's plan was t¢ displace the
drilling mud i the riser with seawater and install the cement plug prior to installation of the -+
casing hanger fockdowi'sleeve, BE's altrnative plan, 1 MMS did not appiove the proposed
depitiof the final cement plug, was to run the lockdown sleeve first, before mbmihm the cement
p mg 2 at & shallower depth: S On April 16, Brisn Morel, BP's drilling éngiveer; e-mailed BP staff
that: “Weare still waiting for approval of the departure to sét ot surlace g}iu;, Lo we donot
get this approved, the displacement/plug will be completed shaliower afier mmmm the lD&s i
The LDS xt'mds for the iﬁckdm\n ﬁicew

The Conmittee’s iny mixumon into the causes of the blowout and explosion on ihe
Diepwater Horizon rig is continuing. As our nvestigation proceeds, our understandi ng ofwhat
happened and the nistakes that were made will undoubtedly evolve and change, At this polat in
the tnvestigation, however, theey 1de::me before the Commitier calls irito question nuiltiple
decisions made by BP, Time after time, it appeats that BP minde decisions that inereased the visk
ofablowout to save the company time or expense. £ this is what happened, BP's carelessness
and complieency have inflicted & heavy toll oh the G‘d a8 mhabnamx and the sworkers on the
rig.

$ Transocean, PowerPoint P;wem‘umm D&pzm!er e z‘m izon Intident — [nz{mai
Investivition, frvestigation Update = Iaperim Report at 7 (June 8, 2010).

3

¥ Briefing by Tommy Roth, Vice President of € ementing, Halliburton, to House
Cominittee on Energy and Commeérce Stafl (June 3, 2010). :

N3P GOM Explovanion Wells MC 252 #1STO0BPO - Mo mm’(; Prospect 7" x 9-7/8 ”
Inferval at$ (Apr. 15, 2010y (BP-H ﬁh(ﬁi?{i”

U Einail from Brian Morel, Drilling Enginéer, BP, to Ronald \;p‘\s}\&dg etal. (\}‘32, Ib
20107 (BP-HZN-CECO22821).
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vou will be asked about the issu

5 let is will pfm ide \eu an opportunity to 1 spon& to these concerns and clarify the
record. We appreciate vour willingness to.appear and vour cooperation in the Cor mmittee’s
investig ga{um

Sincerely,
&M (AM aQ&?AM“MMw«

Henry AL W Hart Stupak
Chalrman Chairman
Subcommittee on Oversightand Investigations

Encloswe

[ The Honerable Joe Barton

Ranking Member

The Honorable Michael C. Burgess
Ranking Member
Subcommittee on Oversight and Investigations

ey raised in
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Fromn Sannan, Bt Housion)

Bank ‘Suaday, Novermnbey (11, 2009 735 PM -

Ton Wright, Mike (HOuston)s Adaimson, Keelan (Mousion); Rose, Adrisn (Moustoryy Biriningharm,
Pank il Arhaud By B0, Tefry (Genuva)! Bogre, Jotin {Houston)
Canducdl, Jerry - FHousion) Slegver, b i, Mal Eng g WMl Steve
{Houston); Jolnsed; Tony-(Houston); MoMahen, Laery (Fouston); Legrand, Michal

Hister, ¥ e Moove, Jinn Ness, Chify (Housis R EY,

Patrick {Geneval; Travied, Paul (G it 4 i

Reudethuber, Ded(Houston); Richards, Jess fﬁai}mn); Saitist, Rely Hotstonn W
a); Tratan, Butdy (MoustoR); Walsen, Simon (Houstd

Sisven (Gong
{Houston)
Suibjegts Marignas Shear fams Abmyaronalit ifieath
4 ey Rams on Yellow Fod Failery dov imagetidiom

The Marianas i pulling thelp BOP stack afier runadng and ceenty
pEns cannot be functioned frow the Yellow pod, . Addiciongllyv, i
close and the upper annular hes been strippsd theough during

Regdrds,

#8111 Sennan

Original Messagg~ -~

Fron: Hockaday, Wilton {Houstan)
Sent: Sunday, Novenber 01, 2909 1488 P
Tan DL-NA OF, ABNORMALITY
oy Winslow, Daun {Houston)
Subect: Abnormality Report

A13,

confidearial Treatment Reéquested by Transtcean woTdings LLg

TRN-HCEC-00064697
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Frose: Walson, Simon (Hooslony

Sends Sunday, Novamber 0, 2008 10:34 P

T Sannan, B Souston) Pinte, Donnle (Houston)
Bubiseh RE: M Shea Ravs - Oparatl % i
Sitachmenis: imagellLing: imagedlZ.oH; imanedt3 gif

B11l,

Thards

Simon

day, Novesber 83, 7968 Iy
ght, Mike {(Houston); Adasson,
Hank {Houston); Bobilller, aArnaud {5¢
rarghicod, Jerry (Mouston)i Clesvang
{Houston); Johnson, Tony {(Housto
Kathlesn {(Houston)) Moors, 31 &
{Geneval: Tranter, Psul (5S¢

CRose,. Adelay (Houstonds Birednghen,
Terry {Geneva}; Boone, John (Housteny;
x\g‘,ﬁ}j Hell, ic (Mouston); Hand, Steve

ey {Houston)y Legrand, Michel; Moallis

tond; Gulcheney, Fatrick

are (Houstenly Pirtle, Donnde {Houston}y

%Qﬁ ¥ s (HowsTan): Saltdel, Rob {Houston); Newmar, Steven
o Watson, Sitwon {Houstoli): Winslew, Daun (Housten)
Sheations Sbnormality tetification

{Genavaly Trahan, e&xdd;gg HOE
Subfect: Marianss She

Th Hariansg
rams. oo
close an

HOP stack. gfter runndng and cementing 187 oas The shear
From the Yellow pod.  Additiomally, the Jower snmilsr will net

wmeesOrigingl Messaggcs -mv

From: Hockaday, Wilton {Houston)

Senty Sunday, November. @1, 200% 199 PN
Tor DL-NAM OF_ABNCRMALITY

0064849

confidential Treatment Reguested by Transocean HoTdings LLC . TRN-HOE
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L E

Fransecesn Mavianas
Shear Ramy on Yellow Pod Failture

P

Rig Mawne: Lovation:
T i o

#1

w

Project Status:
Unlatched BOP 2 0508 hrs an 1 HUD8 Prepaning to pull Riser,

ot

Maty Bvenis:

Well Onerationg:

28 Octoher 200%- Running 18" Caslng on 8% brill Plps {
30 Oefober 2008 Running 187 Casig o8V Drill Pige; Cove
31 Cotober 2009 Cementing 18" Lingy, Weoll Bedun,

F NevemBey 2008 Dl Crew inspecting all Rissv Equipi

Vessel Status:
28 October 2009 ~ 1800hrs - Event happensdd
» Bibsen orew on the Maranas wart 1o Tangtion

h b Yellow Pod SEM & @ 150008 and
siise and 24 gaflons oncpen. Tried
again and got .3 galions on close and: 180 < Sripd @ third fime and @bt 2 on close and 1404

 Digd the same on Blue Pod and didred, s count on open aid clese,
« The Subsea oreivthen swapp g0t 2 choge-aing. 14 gallons open. They then

¢ ame resulls with |3 close and 10.9 opan, They
bumped the pressure ¥p g bressure and achievad the 5ame resuits with .2 close and

11 gad opan, .
s A 2100 ey, Rig Ma hnicdl Suppot infirmed of the situation
29 Ootober 2008~ suliation with Fleld Supportand Rig i
: ) CPete Galligeros from feld suppodd, who thinks | may be o stuck shesr

Hix that needed o be esled with ne pips acress the stack:

o 30 Ouioberafier 18" casing was down and sel,

A ke by Rig yarnt.

S put In place Iy casé of testing faiture. Begln pre fon steps involved
n festing, and dagnosing the BOP stack,

9 1400hes ~ 1% Test Condugted

b { was parrled oGl With these steps;

fle on Blue Pod, put the Blind shetrs In block,

Foh SEM's on Yellow Pod, this will cause ail solenokis on Yellow pod fo-diop out which tigens we

il fose mionitoring current during 1 dteh in hopes ihat he opan soleneid will drop out.

Chishge pods from Blue 10 Yeliow:

4, Fire the Blind Shears from Biogk 19 tlose and note the gallon count. if we get the proper gaiidn dunt
then the procedure bas proven that the shear seal/solencid is stleking with mouitoring current applied.

§. Lastly, whife on Yeliow Tirg the Blinds open noting the galton count and then back 10 close in hopesthe
problem has cleared itsaif.

= @ 1700 Rig Mansgeroent in formed that the test was not suenessful

| & 17i8hes conducted 3 30 minute conferance call with BR, Rig Managers, OIM, Maintenance

Anses Abaormality Report Fage (Pags]
e}

confidential Treatment Reguested by Transocean Holdings LicC TRN-HCEC-BO084 701



Buparvisor, Sub Sea, axd Bub Sea Teoh suppod to deside nixd sieps

» SWAT assistance requested € 2085 tes

» Sesord Test conducted with the following steps:
1. 1320hs - Rifled Yelow Pod via OCU Uity Panel.
~ Noted that power "en® indlicetion et QCU Utlity Pansl staye:
~ Verified o UPE panel that pdwer o Yaliow Fod was off.
« MM event paga displayed "Pod Prwer Off Yailow”
2, T328Ris - power was tumad back o @t SOU Uity Panet
- BN event page dispiayed "Pod Power On Yall
3. 1337hes - Swapped to Yellow Pod.

~ Functioned Shear Rams Olose (gsiion
. 1320hrs ~ Functioned Shear Rams Open {Galiong
. 13300 -~ Swapped to Blue Pod

- Functioned Shear Rams Close
7. 1332hms - Funcioned Shear Rams-O)
3, Pate Calligerns then sugpested weog
£, 15338 ~ On Blue Pod, F’!scédA
10. 1338hrs - Fowsred down Yalld
- Moted that W

@

&

%( Position,

ms Close Qalivr count = 3}
Rams Qpen {galion count = 8.5}

i Shear Rarns close (galion count - 32.8)
d Shear Rams open {gallon count - 28.7)

{, Peta Calli and Mr.C

Py ‘%mher 2009 ~ DOENS e - Unlatohed BOP
tched BOP from the well head @ 0508hrs

« Docided o seours the wall apd Kt power 1o vellow-and power back up for 1 Baal affort,

0 ing the well Began frne B 2100 hrs.
3 Qe 2009 - - g the Well.and 3™ Test

» Proper TETP and TRA b and by Rig 1 for 5 Tes

“Sioek” Posttion on bive pod and iy again,

s ions 1o uniatch and pult BOF Btagk.
. planto be b the Marinas on 2

Aaset Abwprmality Repovt
{Date]
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Cngoing oparations:

= Proparig 1o Pull Risst

i 1 Comments and Co

ingly while ¢ thiesd

vservative 10 days 8 S84 1T TdEY B84 110
fhis downthue isste sl this tae, B douied root calise sualysis will be
o this subse downtime fssue ang

2005~ 1145hrs

Asser Abmovmality Report Page [Fagsl
[ose}
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Oute16-2004 08:3fpm FromeBP Ssaaa

-
0
2y
B ]
B

PLOORARGE  R-gET

onfidential Treatment Requested by Transocean Holdings LLS

TRANSOCEAN ROLDINGS, Be0.
4317 BROATFELD, SWTE $00

Tranma“ HOUNTON TRITORS

CHBSYOSHER 8. YOUNG
SR, MARKETING REPRESENTATIVE

Octobar 11, 2004

}F America Production Company
200 Westlake Park Blvd.
Housdm, TX 77079

At Mr. Randy Rhoads
Mail Cods 1088 WL

Rer  Drilling Conwmact No. 980240 dated December 9, 1998 (a previoisly amended, “Conaract™) by
and berwesn R&B Falean Drilling Cor Y, inin 1o T Holdings Inc.
(“Contracter”) and Vasir Resources, Ing., predecessor in interest 1o BP America Production
Company (“Cempany™), as srendsd for RES-8D (now known as the “Deepwarer Hovizon™)

Subjest: Leteer Agreement for Conversion of VBR o & Test Ram
CONTRACTOR-S121-2002.011

Drear Randy,

When executed by both parties below, thig lener will d the vent between Contractor and

Company for ractor's conversion {the “Conversion™) of an existing variabie bore ram (“VER") into &

“yest kam®” on the De pwater Horizon's bl {the “BOF™.

n agoordance with Areles § and 7 of the Conmact, shadl re Contractor for the cost
iated with the C ton, which is psti 10 be $135,000 based oo the atached quow/AFE

inclading the five pereent (3%) handling fes. i ting the ing, Contractor shall give

Coropany wrinen notize of any incresse of more than ten percent {10%) in the above cost estimate and
suchlincrsase shall be subject to Company’s prior writien approval. If installation should reguire put-of-

service. nime, Company agrees 10 pay at the Standby Rate {as defined in the Contmcr) unrid
sperhtions can be o d&: provided such out-ofservice tme shall not exceed a meximum of
twenty-four (24) howrs, ¥ ment for the ersion shall be in the form of 2 Jump sum payment

dué hod payable within thivty (30) days of receipt of Contractor's invoice therefore, which invoice shall
e seneafier e “testram™ has beon-instalisd.

Comprny acknowledges that the Conversion will reduce the builtin redundancy of the BOP, thereby .

satially inen g *s risk profile and ponding cost sructure.  Therefore, affer the
Conwersion is compisted, if one of te rwo remaining VBRs fails 1o ™est” on sny well for any mechanical
reashn (a8 1o abnormal wear or & coused by operations) and the MMS requires that

Congrsctor pull the BOP o replace the VBR, Company agrees 10 pay Conracior the Operating Raw (s
defired in the Contract) for the vime required to pull the BOP, replace the ram, and re-run the BOP;
provided, howaver, if one of the two remaining VBRs fails o “rpst” @ subsequent time ba the same well
for lany mechanical reason, afier inidally resting subses, (as opp d 1o abnormal wear and

caused by operations) and ths MMS requives that Conwactor pull the BOP 10 replace the VBR, the time
required 1o pull the BOP, replace the tam, and re-nim the BOP shall be considered Mechanical Downiime
{&s Hefined in the Connact).

Exgept as specifically ser forth above, all ather terms and conditons of the Conwacr, as amended 1o date,
shai! remain unchanged.

o QENEREND o R p———

TRN-HCEC-00084131
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Oct~19~2004 08:3Zom  From-BP m
SRR L

BP Amsica Production Company

Letter Agresment for Conversion of VBR 102 Test Ram
Qetober 11, 2004

Page 242

T2 P oOO3/D03  Feg7

Please indicate your agreement 10 vhe teyms of this leter by signing in the space provided below and
veturning an executed cofy 10 us for our files. If you have any further questions, please vomact John

Keston at

Sincersly,

or me &t Thank you for the oppormndty to be of service,

AGREED AND ACCEPTED:
THIS 4% DAY OF

Deotober 2004
BP AMERICA PRODUCTION COMPANY

pher 8. Young SIGNED
Sr, Marketing Representat PRINTED, £ 3
Transecean Holdings, Inc. TITLE __&M_ﬁggm&f_.
Dms
i foy

runiton Tost Ram Py 02030300

FHONE SR Fax ol

Confidential Treatment Requested by Transocean Holdings LLC
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